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INTRODUCTION 


Many  new  demands  have  been  imposed  upon  local  officials  in  recent 
years.     Treasurers  particularly  have  been  faced  with  the  challenge  of 
maximizing  their  community's  financial  resources  while  coping  with 
responsibilities  imposed  by  changes  in  state  and  federal  laws. 

In  keeping  with  its  commitment  to  provide  needed  resources  to  local 
officials,  the  Division  of  Local  Services  of  the  Massachusetts  Depart- 
ment of  Revenue  has  undertaken  the  complex  an  demanding  task  of  develop- 
ing this  Treasurers  Manual.     We  expect  it  will  provide  a  sorely  needed 
reference  for  those  new  to  the  job  and  also  serve  as  a  reference  for 
refreshing  and  supplementing  the  knowledge  which  many  treasurers  already 
possess . 

This  manual  is  not  intended  to  be  a  definitive  text  encompassing 
every  circumstance  a  treasurer  might  face.     The  general  rules  for 
commonly  encountered  situations  are  included,  along  with  appropriate 
statutory  references.     The  manual  should  be  used  in  conjunction  with  a 
copy  of  the  Massachusetts  General  Laws. 

Pertinent  Informational  Guideline  Releases  (IGRs)  from  the  Division 
of  Local  Services  and  sample  forms  have  been  included  at  the  end  of  each 
chapter . 

We  sincerely  hope  that  this  manual  proves  to  be  a  valuable  resource 
in  fulfilling  the  important  responsibilities  you  bear  in  your  capacity 
as  a  public  official. 
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References  to  the  Massachusetts  General  Laws  have  been  incorporated 
into  the  text  according  to  the  following  legend: 

Chapter  44,  Sections  55  and  55A. 
44:   55,  55A 
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Chapter  1 
MUNICIPAL  FINANCE 


POWERS  AND  DUTIES  OF  CITIES  AND  TOWNS 

The  concept  of  the  town  as  a  local  unit  of  government  reached  the  New 
England  colonies  with  the  Pilgrims  and  the  Puritans.     By  1780,  there 
were  220  towns  in  Massachusetts  alone.     Five  years  later,  the  legisla- 
ture officially  confirmed  each  town  boundary.     It  was  not  until  1821, 
however,  that  the  constitution  was  amended  to  permit  the  general  court 
to  establish  municipal  governments  in  any  town  with  a  population  of 
12,000  or  more.  The  following  year  the  town  of  Boston,  population 
40,000,  became  a  city. 

Early  on,  the  Supreme  Judicial  Court  distinguished  between  cities  and 
towns  as  follows: 

The  marked  and  characteristic  distinction  between  a  town 
organization  and  that  of  a  city  is  that  in  the  former  all 
qualified  inhabitants  meet,  deliberate,  act  and  vote  in 
their  natural  and  personal  capacities  in  the  exercise  of 
their  corporate  powers,  whereas  under  a  city  government, 
this  is  done  by  representation. 

THE  STRUCTURE  OF  CITY  GOVERNMENT 

The  chief  executive  officer  in  cities  is  the  mayor.     There  are  wide 
differences  in  the  responsibilities  and  duties  of  mayors  depending  on 
the  form  of  city  government.     Some  are  full-time  administrators  with 
extensive  powers;  others  are  ceremonial  heads  of  their  cities,  having 
little  more  authority  than  any  other  city  councillor. 

The  city  council  or  board  of  aldermen  is  the  legislative  branch  of 
the  city  government,  though  their  actions  frequently  require  the  con- 
currence of  the  mayor  in  order  to  take  effect.     The  council  is  the 
appropriating  body  of  the  city,  but  can  ordinarily  act  only  to  reduce 
recommended  appropriations  submitted  by  the  mayor  (44:32).     The  time 
period  for  the  mayor  to  submit  the  annual  budget  has  been  extended  from 
90  to  120  days.     The  city  council  can  act  on  its  own  initiative  if  the 
mayor  does  not  act  within  the  120-day  period  (ICR  86-202,  pages  1-13  - 
1-14).     The  council  is  also  responsible  for  the  enactment  of  municipal 
ordinances,  but  such  ordinances  may  have  to  be  approved  by  the  mayor, 
either  under  provisions  of  the  General  Laws  (e.g.,  43:125)  or  by  the 
terms  of  the  city  charter.     The  acceptance  and  revocation  of  acceptance 
of  local  option  legislation  is  likewise  the  prerogative  of  the  city 
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council,  with  the  mayor's  approval  where  required  by  charter  or  other 
provisions  of  law  (4:4,  4A,  4B). 

THE  STRUCTURE  OF  TOWN  GOVERNMENT 

The  executive  officers  of  a  town  are  the  members  of  the  board  of 
selectmen.  Usually,  there  are  three  selectmen,  but  there  may  be  five. 
In  small  towns,  selectmen  may  supervise  almost  all  town  work.     In  large 
towns,  the  board  of  selectmen  is  primarily  concerned  with  administrative 
policies,  especially  in  communities  with  a  town  manager. 

Selectmen  have  responsibility  for  the  appointment  and  supervision  of 
town  employees,  but  they  may  delegate  this  authority.     Selectmen  are 
required  to  establish  the  amounts  of  the  bond  for  town  officers  required 
to  be  bonded.     In  addition,  none  of  the  appropriations  of  the  town  can 
be  expended  and  paid  out  by  the  treasurer  without  a  warrant  authorized 
by  selectmen.     They  must  also  sign  all  bonds  and  notes  for  the  borrowing 
of  money.     They  are  in  charge  of  all  town  property  not  specifically 
under  someone  else.     They  also  serve  as  a  licensing  board. 

The  town  meeting  is  the  legislative  body  of  a  town.     A  town  meeting 
must  be  called  by  a  warrant,  which  is  a  document  which  states  the  time, 
the  place,  and  the  business  to  be  taken  up  at  the  meeting.     The  warrant 
is  normally  issued  by  the  selectmen  (39:10).     Each  town  must  hold  one 
annual  town  meeting  each  year  in  February,  March,  April,  or  May  (39:9). 
Town  meeting  may  now  be  delayed  by  a  vote  of  the  selectmen,  but  all 
business  must  be  completed  on  or  before  June  30.     That  portion  of  the 
town  meeting  providing  for  the  election  or  certification  of  officers  and 
ballot  questions  may  not  be  delayed.     (See  IGR  86-202  for  more  informa- 
tion.)    It  may  also  hold  as  many  additional  special  town  meetings  as 
necessary  to  consider  and  conduct  all  town  business.     Town  meetings  may 
be  open,  wherein  all  registered  voters  may  participate,  or  representa- 
tive, wherein  only  elected  representatives  may  vote. 

The  town  meeting  is  responsible  for  all  appropriations  (40:5)  and  for 
the  enactment  of  all  bylaws  (43B:13).     It  acts  on  behalf  of  the  town  to 
accept  local  option  statutes  unless  another  mode  of  acceptance  is 
specified  by  law  (4:4).     It  may  authorize  the  selectmen  to  sell  town 
land  (40:3),  or  to  act  as  water  and  sewer  commissioners,  assessors,  etc. 
(41:21).     The  town  meeting  also  decides  whether  to  establish  certain 
town  boards  (such  as  trust  fund  commissioners  under  41:45). 

MUNICIPAL  POWERS  AND  DUTIES 

As  times  have  changed,  so  too  has  the  nature  of  municipal  powers  and 
duties.     Traditionally,  the  rule  had  been  that  municipalities  enjoy  only 
those  powers  they  derive  from  the  state  which  creates  them.     This  rule, 
enunciated  by  Judge  Dillon,  had  long  served  as  the  law  in  Massachusetts. 
The  so-called  Dillon's  Rule  stipulates: 
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A  municipal  corporation  possesses  and  can  exercise  the 
following  powers,  and  no  others:     First,  those  granted  in 
express  words:  second,  those  necessarily  or  fairly  implied 
in  or  incident  to  the  powers  expressly  granted;  third, 
those  essential  to  the  accomplishment  of  the  declared 
objects  and  purposes  of  the  [municipal]  corporation — not 
simply  convenient,  but  indispensable.     Any  fair,  reason- 
able, substantial  doubt  concerning  the  existence  of  power 
is  resolved  by  the  courts  against  the  [municipal]  corpora- 
tion and  the  power  is  denied.     (Dillon,  Municipal  Corpora- 
tions, S.  237,  (5th  ed.,   1911),  pp.  449-450.) 

This  view  of  municipal-state  relations  has  since  been  implicitly 
repudiated:     the  year  1966  saw  the  adoption  of  the  Home  Rule  Amendment 
to  the  Massachusetts  Constitution,  an  amendment  that  granted  broad  home 
rule  powers  to  both  cities  and  towns  (Article  89). 

As  a  result,  municipalities  may  exercise  any  power  or  function  which 
the  legislature  has  the  power  to  confer,  through  the  adoption,  amend- 
ment, or  repeal  of  local  ordinances  or  bylaws.     There  are  important 
exceptions  and  qualifiers,  however.     Thus,  municipalities  may  not  exer- 
cise any  power  which  is  (a)  denied  to  them  by  their  own  charters,  or  (b) 
reserved  to  the  state  under  the  Constitution.     Moreover,  the  exercise  of 
those  powers  must  be  consistent  not  only  with  the  Constitution  but  with 
all  laws  duly  enacted  by  the  legislature  as  well. 

Among  the  primary  powers  and  duties  which  have  been  conferred  upon 
cities  and  towns  figure  the  following: 

1.  A  municipality  may  acquire  any  land,  easement,  or  right  on  the 
territory  within  its  boundaries,  for  any  public  purpose  (40:14). 
The  acquisition  may  be  made  by  the  means  of  an  outright  purchase, 
by  an  eminent  domain  taking,  by  gift,  or  by  tax  title.  (60:64-69) 

2.  A  municipality  may  sue  or  be  sued  in  its  corporate  capacity  and 
name.     That  is  to  say  that  it  may  be  a  party  to  litigation  and 
appear  as  either  a  plaintiff  or  a  defendant  in  the  courts  of 
Massachusetts  or  of  any  other  state.  (40:2) 

3.  In  the  exercise  of  its  corporate  powers,  a  city  or  town  may  enter 
into  a  contract  for  goods,  materials,  or  services.  Permissible 
multiyear  contracts,  those  which  may  bind  the  city  or  town  for 
more  than  a  single  fiscal  year,  are  enumerated  by  statute  (e.g., 
40:4;  150E). 

4.  Exercising  its  corporate  powers,  a  city  or  town  may  appropriate  or 
set  aside  funds  for  any  particular  purpose.     As  a  general  rule,  no 
municipal  department  may  incur  a  liability  in  excess  of  an  appro- 
priation (44:31).  It  follows  then  that  a  city  or  town  department 
may  not  ordinarily  enter  into  a  contract  without  first  obtaining  a 


1-3 


sufficient  appropriation.     The  purposes  for  which  a  municipality 
may  appropriate  funds  are  set  forth  primarily  in  Chapter  40, 
section  5. 

5.  Municipalities  must  have  the  ability  to  finance  their  operations 
and  to  fulfill  their  public  functions.     They  have  been  empowered, 
therefore,  to  assess  and  collect  taxes  on  real  and  personal 
property  situated  within  their  respective  boundaries.     They  may 
collect  a  motor  vehicle  excise  for  the  privilege  of  registration, 
as  well  as  certain  license  and  user  fees. 

Beginning  in  fiscal  year  1986,  Massachusetts  cities  and  towns  may 
impose  a  local  option  excise  tax  upon  the  transient  rental  of 
rooms  in  hotels,  motels,  and  lodging  houses  (54G:3A).     (Please  see 
ICR  85-209,  pages  1-15  -  1-16.)    They  may  impose  a  similar  local 
option  excise  upon  jet  aircraft  fuel  (64J).     (Please  see  ICR  85- 
210,  pages  1-17  -  1-18.) 


POWERS  AND  RESPONSIBILITIES 
OF  MASSACHUSETTS  CITIES  AND  TOWNS 


POWERS; 

•  Appropriate  money 

•  Levy  and  collect  taxes,  charges, 
and  fees 

«  Incur  debt,  as  permitted  by  General 
or  Special  Laws 

•  Make  contracts 

•  Acquire  land 

•  Sue 

»  Accept  local  option  statutes 

e  Enact  bylaws  and  ordinances  to: 
regulate  land  use  (zoning) 
provide  for  public  health  and  safety 
regulate  building  construction 
establish  and  regulate  public 
streets  and  traffic 


DUTIES  AND  RESPONSIBILITIES: 

•  Public  education  (elementary  and 
high  school) 

•  Prevention  and  abatement  of  public 
nuisances 

•  Protection  of  public  health 

•  Maintenance  of  public  order 


cities  and  towns  may  incur  debt  by  borrowing,  often,  though,  with 
in  specified  debt  limits  and  time  periods  and  for  specified  pur 
poses.     Such  debt,  once  authorized,  may  be  issued  by  a  city  or 
town  in  the  form  of  notes  (generally  short  term)  or  bonds  (longer 
terra).  (44:4,  6A,  7,  8) 

Cities  and  towns  must  adequately  provide  for  the  education  of 
their  school-age  children.     They  must,  for  instance,  ensure  a 
sufficient  number  of  schools  to  teach  all  children  who  legally 
wish  to  attend.     In  those  municipalities  that  have  a  minimum  of 
500  families,  a  high  school  will  generally  have  to  be  staffed, 
maintained,  and  equipped. 

The  concept  of  police  power  encompasses  a  broad  range  of  municipal 
duties  and  responsibilities.     The  exercise  of  such  powers  is 
necessary  to  ensure  the  preservation  of  the  public  peace,  order, 
health,  morality,  and  welfare.     (See  McQuillan,  Municipal 
Corporations ,  S.  24.01,   pp.  417-419.     3rd  ed. ,   1980.)  Police 
powers  may  be  implemented  by  any  number  of  methods,  including  by 
regulation,  license,  permit,  ordinance,  and  bylaw. 

The  exercise  of  municipal  police  powers  includes  the  following: 

a.  Prevention  and  abatement  of  public  nuisances. 

b.  Protecting  the  public  and  ensuring  its  safety. 

c.  Safeguarding  the  public  order. 

d.  Protecting  the  public  health  with  the  development  and  regula- 
tion of  water  supplies,  proper  sanitation,  and  waste  disposal. 

e.  Regulation  of  certain  businesses,  occupations,  and  trades,  as 
by  limiting  business  hours,  controlling  the  availability  of 
intoxicating  beverages,  as  well  as  sign-boards  and  outdoor 
advertising,  inspecting  weights  and  measures,  and  safeguarding 
the  wholesomeness  and  purity  of  food. 

f.  Regulation  of  buildings  and  housing  construction,  repair, 
removal,  alteration,  use,  and  location  upon  lots  (e.g.,  with 
regard  to  setback  or  building  lines).     Such  regulations  may  be 
enforced  in  accordance  with  the  building  code,  zoning  laws,  and 
ordinances . 

g.  Organized  protection  against  fire,  as  by  the  establishment  of  a 
fire  department  or  district,  under  the  administrative  authority 
of  the  fire  chief. 

h.  Of  all  municipal  police  powers,  street-use  regulation  is  proba- 
bly the  most  extensive.     As  a  general  rule,  cities  and  towns 
may  lay  out,  relocate,  repair,  or  alter  public  ways  within 


their  boundaries.  They  may  also  establish,  repair,  or  recon- 
struct sidewalks  in  public  ways. 

The  keeping  open  of  public  streets  for  travel  (and  the  protec- 
tion of  their  normal  use)  constitutes  not  only  one  of  the 
duties  of  municipal  government,  but  remains  one  of  its  most 
essential  functions.     (McQuillan,  S.   24.573,  p. 594.) 

A  municipal  corporation  ordinarily  has  full  power  to  regulate 
and  control  street  traffic.     This  traffic  includes  vehicles, 
public  transportation,  and  pedestrians,  on  streets  and  on 
sidewalks.     It  has  been  said  that  such  control  is  one  of  the 
primary  functions  of  a  local  government.     (McQuillan,  S. 
24.609,  p.  655.) 

The  powers  and  duties  of  municipalities  within  the  Commonwealth 
have  evolved  over  the  350  years  that  have  elapsed  since  the 
settlement  of  the  first  Massachusetts  towns.     This  process  is 
an  ongoing  one  that  will  continue  as  changing  times,  life- 
styles, and  technologies  warrant. 


RESPONSIBILITIES  OF  MUNICIPAL  OFFICERS 

In  addition  to  the  mayor  and  city  council  (or  board  of  aldermen)  in 
cities  and  the  board  of  selectmen  in  towns,  there  are  five  municipal 
officers  who  have  various  financial  responsibilities:     assessors,  tax 
collectors,  treasurers,  auditors/accountants,  and  clerks.     The  respon- 
sibilities of  treasurers  are  described  in  detail  in  the  next  chapter. 
The  major  responsibilities  of  the  other  officers  are  described  below. 

Assessors  (41:24) 

The  General  Laws  provide  for  one,  three,  five,  seven,  or  nine  asses- 
sors to  serve  in  each  city;  and  for  one,  three,  or  five  to  serve  in 
every  town.     These  assessors  may  be  elected  or  appointed,  the  mode  of 
selection  usually  depending  on  local  charter  or  bylaw  provisions. 

Whether  elected  or  appointed,  an  assessor's  term  in  office  lasts  one 
or  more  years.     Under  no  circumstances  may  an  assessor  serve  simul- 
taneously as  collector  of  taxes  or  as  deputy  collector  of  taxes.  With 
regard  to  the  assessor's  primary  responsibilities,  the  Commissioner  of 
Revenue  serves  in  a  general  supervisory  and  oversight  capacity. 
(58:1-7) 

Massachusetts  cities  and  towns  finance  themselves  with  an  "ad 
valorem"  property  tax  system.     This  simply  means  that  each  taxpayer  must 
contribute  toward  the  maintenance  of  municipal  government  an  amount  In 
proportion  to  the  value  of  his  or  her  property. 
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The  assessor's  two  major  responsibilities  are  (59:38): 

1.  The  determination  of  each  parcel  of  property's  assessed  value  and 
use  classification. 

2.  The  determination  of  the  amount  of  tax  to  be  paid  annually  by  each 
taxpayer. 

Other  responsibilities  include: 

1.  The  review  of  and  response  to  taxpayer  abatement  and  exemption 
applications.     (59:5,  59) 

2.  The  determination  of  actual  tax  rate(s).  (59:23) 

3.  The  preparation  of  the  tax  commitment,  which  is  a  list  of  all  real 
and  personal  property  In  the  community  including  Information 
necessary  for  the  collection  of  taxes,  such  as  the  owners  name  and 
address,  the  location  and  classification  of  the  property,  and  its 
assessed  value.  (59:43) 

4.  The  preparation  of  the  assessor's  warrant  to  the  collector  which 
authorizes  the  amount  to  be  collected.  (59:53-54) 

5.  Applying  to  the  Department  of  Revenue  for  the  "new  construction" 
adjustment  to  the  levy  limit  under  Proposition  2  1/2.  (59:21C(f)) 


Collectors 

The  tax  collector  is  an  elected  or  appointed  official  to  whom  all 
taxes,  excises,  betterments,  and  special  assessments,  as  well  as  other 
surcharges,  are  committed  for  collection.     The  tax  collector's  scope  of 
authority  only  expressly  extends  to  the  foregoing  items,  but  may  be 
broadened  or  expanded  should  the  city  or  town  accept  Chapter  41,  section 
38A,  of  the  General  Laws.     Upon  the  acceptance  of  the  provision,  the  tax 
collector  assumes  the  position  and  title  of  city  or  town  "collector";  as 
such,  he  or  she  must  collect  all  accounts  due  the  municipality,  such  as 
certain  license  fees,  user's  fees,  and  permits.     The  collector  must  give 
a  bond  not  less  than  the  minimum  amount  determined  by  the  commissioner 
of  revenue. 

Provisions  as  to  the  appointment  of  a  collector.  Including  the  terra 
of  office,  may  be  set  out  in  municipal  charter,  ordinance,  or  bylaw.  In 
the  absence  of  such  provisions,  however,  a  town  will  elect  one  or  more 
collectors  for  a  term  of  one  or  more  years.  (41:1) 

The  collector's  primary  function  entails  the  collection  of  taxes  in 
accordance  with  the  commitment  list  and  warrant  proposed  by  the  asses- 
sors.    The  General  Laws  detail  the  manner  in  which  the  collector  Is  to 
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proceed  in  enforcing  the  collection  of  all  committed  taxes.     Upon  re- 
ceiving the  tax  list  or  commitment  and  warrant  from  the  assessors,  the 
collector  must  send  a  tax  bill  to  each  assessed  resident  or  nonresident. 
Once  a  week,  or  more  often,  the  collector  shall  pay  over  to  the  treas- 
urer all  taxes  and  interest  received  during  the  preceding  week  (or 
lesser  period).  (60:2) 

If  payment  is  not  received  by  the  collector  within  the  statutory 
period,  a  demand  for  payment  must  be  sent  to  the  taxpayer  before 
enforcement  procedures  may  be  initiated.     Such  procedures  include: 

1.  The  institution  of  a  civil  suit,  generally  in  an  action  of  con- 
tract.    Such  suit  must  be  brought  v/ithin  six  years  of  the  tax  due 
date.  (60:35) 

2.  The  taking  of  real  property  for  nonpayment  of  taxes.     The  col- 
lector may,  after  conforming  to  stringent  notice  requirements, 
take  the  property  on  which  the  taxes  are  delinquent  for  the  city 
or  tov7n.     He/she  must  then  prepare  an  instrument  of  taking  and 
record  same  within  60  days.     Title  of  the  land  thereby  vests  in 
the  city  or  town,  subject  to  the  taxpayer's  right  of  redemption, 
until  such  time  as  that  right  has  been  foreclosed.  (60:53-57) 

City  Auditors/Town  Accountants 

As  a  general  rule,  procedures  for  the  appointment  of  a  city  auditor 
are  described  in  the  municipal  charter.     Where  the  position  of  town 
accountant  has  been  established,   the  office  of  town  auditor  may  be 
abolished.     Town  accountants  cannot  hold  any  office  which  involves  the 
receipt  or  disbursement  of  money,  except  for  the  office  of  town  clerk 
(41:55). 

The  town  accountant  maintains  custody  of  all  town  contracts  and  keeps 
a  detailed  record  of  the  town  debt,  including  the  reasons  for  borrowing, 
the  rate  of  interest  when  due,  and  payment  provisions  (41:57).     She  or 
he  is  bound  as  well  to  keep  a  complete  set  of  municipal  books,  including 
each  specific  appropriation,  the  amounts  and  purposes  of  each  expendi- 
ture, and  the  receipts  from  each  source  of  income. 

The  town  accountant  must  inform  town  officers  of  unexpended  balances 
in  their  appropriations  (41:58).     Immediately  upon  the  close  of  the 
calendar  year,  he  or  she  must  prepare  statements  detailing  the  preceding 
fiscal  year's  appropriations  and  expenditures,  appropriations  for  the 
current  fiscal  year,  and  expenditures  incurred  during  its  first  six 
months,  as  well  as  estimated  expenditures  for  the  second  six  months  and 
estimates  for  the  ensuing  fiscal  year.     By  August  I,  the  city  auditor, 
town  accountant,  or  treasurer  must  furnish  the  assessors  with  a  written 
report  of  the  money  received  other  than  from  taxes,  loans,  and  trust 
funds  for  the  preceding  fiscal  year  (41:54A). 
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A  critical  function  of  the  city  auditor  (41:52)  or  town  accountant 
(41:56)  relates  to  the  payment  of  bills  and  payrolls,  which  must  be 
examined  for  the  requisite  oaths  and  approvals.     Should  any  claims  be 
deemed  fraudulent,  unlawful,  or  excessive,  payment  authorization  may  be 
withheld.     In  such  instances,  a  statement  must  be  filed  with  the  city  or 
town  treasurer,  outlining  the  reasons  for  the  refusal.  Alternatively, 
if  all  is  in  order,  the  auditor  or  accountant  will  draw  a  warrant  upon 
the  treasury  for  payment. 

Town  Auditors 

Town  auditors  have  much  more  limited  powers  than  town  accountants  or 
city  auditors.     They  cannot  disallow  the  payment  of  bills  as  illegal, 
fraudulent,  or  excessive,  nor  do  town  auditors  have  any  role  in  the 
budgetary  process  comparable  to  the  accountant's  role  under  Chapter  41, 
sections  59-60.     The  principal  duty  of  town  auditors  is  to  examine  the 
books  of  all  town  officers  and  boards  that  either  handle  money  or  have 
charge  of  appropriations.     They  must  file  an  annual  report  of  the  result 
of  their  audit,  verify  cash  balances,  and  reconcile  bank  balances.  They 
also  audit  certain  public  trusts  and  certify  annually  the  source  and 
total  of  town  receipts  other  than  taxes,  loans,  and  trust  Income. 

Town  auditors  have  a  purely  auditing  function,  rather  than  an  audit- 
ing and  control  function:     they  examine  transactions  after  the  fact 
rather  than  approving  or  disapproving  them  as  they  occur.     A  town  may 
have  several  town  auditors.  (41:49-54A) 


City  and  Town  Clerks 

A  city  or  town  clerk's  essential  function  is  to  maintain  the  official 
records  of  the  municipality.     Because  they  receive  money  for  licenses, 
for  certified  copies  of  official  documents,  and  for  certain  other 
things,  they  must  give  a  bond  not  less  than  the  minimum  amount  deter- 
mined by  the  commissioner  of  revenue.     (41:13,  13A) 

Clerks  record  town  meeting  votes,  administer  oaths  of  office,  keep  an 
index  of  instruments  entered  in  the  clerk's  office  which  are  required  by 
law  to  be  recorded  (e.g.,  records  of  births  and  deaths,  business  names, 
certain  contracts  and  security  agreements  between  private  parties, 
etc.).  (41:15) 

Clerks  must  also  keep  a  record  of  all  appropriations  and  certify  them 
to  the  auditor  or  accountant,  if  any,  otherwise  to  the  treasurer,  and  to 
the  assessors  for  use  in  setting  the  tax  rate.  City  clerks  must  certify 
appropriations  to  the  treasurer  in  any  case.  The  certification  must 
give  details  of  the  appropriations  and  what  provisions  the  appropriating 
authority  made  for  funding  the  expenditure.  (41:15A) 

Whenever  a  city,  town,  or  district  votes  to  authorize  the  incurrence 
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of  indebtedness,  the  city,  town,  or  district  clerk  shall  furnish  a  copy 
of  the  vote  to  the  director  of  the  Bureau  of  Accounts  within  48  hours 
after  the  vote  becomes  effective.  (44:28) 

All  contracts  made  by  a  city  officer  on  behalf  of  the  city  must  be 
filed  with  the  city  clerk  as  well  as  the  city  auditor.     Such  contracts 
are  public  records  and  must  be  indexed.  (41:17) 

Additional  duties  of  the  clerk  include: 

•  Notifying  the  secretary  of  state  for  the  Commonwealth  of  local 
acceptance  of  statutes.  (4:5) 

m  Supervising  the  state  census,  if  appointed  to  do  so  by  the  mayor 
or  selectmen.  (9:7) 

9  Making  regulations  concerning  the  handling  of  ballot  boxes  and  the 
counting  and  returning  of  votes.  (50:7) 

e  Acting  as  custodian  of  the  municipality's  public  records.  (66:6,  7) 

Finance  Committee 

Every  town  with  an  equalized  valuation  of  one  million  dollars  must , 
and  any  other  town  may,   legislate  the  mandatory  election  or  appointment 
of  a  finance  committee  (also  called  an  advisory,  appropriation,  or 
prudential  committee).     The  terms  of  committee  members  may  not  exceed 
three  years,  although  the  size  and  composition  of  its  membership  may 
vary. 

The  finance  committee  is  essentially  a  budgeting  agency  which  serves 
in  an  advisory  capacity  to  the  town  meeting.     Its  primary  function  being 
the  preparation  of  the  town  budget,  it  reviews  estimates  provided  by  the 
various  municipal  departments  and  formulates  them  into  spending  recom- 
mendations for  inclusion  in  the  town  meeting  warrant.     In  towns,  the 
finance  committee  has  the  power  to  approve  reserve  fund  transfers. 
(40:6) 


DISTRICTS 

Districts  in  Massachusetts  consist  of  two  basic  types:     those  that 
levy  taxes  and  other  charges  directly  upon  individual  citizens  and 
taxpayers:  and  those  that  assess  charges  and  costs  upon  cities  and 
towns,  either  directly  or  through  the  Cherry  Sheet.     Districts  which 
assess  costs  upon  cities  and  towns  virtually  always  involve  more  than 
one  municipality;  tax  levying  districts  are  usually  contained  within  one 
municipality,  but  may  overlap  several  municipalities.     Examples  of 
typical  tax  levying  districts  are  fire  and  water  districts.  Regional 
school  and  regional  transportation  districts  exemplify  districts  which 
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assess  member  cities  and  towns,  either  directly,  as  in  the  case  of 
regional  schools,  or  through  the  Cherry  Sheet,  as  in  the  case  of 
regional  transportation  authorities. 

Tax  levying  districts  ordinarily  depend  upon  the  assessors  and 
collectors  of  the  municipality  or  municipalities  in  which  they  are 
located  to  assess  and  collect  their  taxes  and  other  charges,  but  they 
usually  have  their  own  treasurer  to  handle  and  manage  the  district's 
funds.     Treasurers  of  regional  districts  have  similar  responsibilities 
for  the  custody  and  management  of  their  districts'  funds. 

District  Treasurers 

Treasurers  of  tax-levying  districts  have  the  essential  powers  and 
duties  of  town  treasurers:     they  are  responsible  for  the  custody, 
management,  and  investment  of  the  district's  funds  (44:53,  55).  There 
Is,  however,  nothing  In  the  General  Laws  which  makes  all  provisions 
pertaining  to  city  and  town  treasurers  applicable  to  district  treas- 
urers.    Therefore,  unless  the  district's  enabling  legislation  provides 
otherwise,  a  district  treasurer  would  not  be  able,  for  example,  to 
appoint  an  assistant  treasurer,  since  Chapter  41,  section  39A,  of  the 
General  Laws,  which  authorizes  such  appointments  in  cities  and  towns, 
fails  to  mention  districts.     Similarly,  the  statutory  authorization  for 
city  and  town  treasurers  to  make  deductions  for  employees'  deferred 
compensation  and  Individual  retirement  accounts  (44:67,  67A)  does  not 
extend  to  district  treasurers.     The  requirement  of  Chapter  41,  section 
35,  that  treasurers  be  bonded,  and  the  exculpatory  provisions  relating 
to  a  loss  of  certain  investments  (44:55A),  are  made  applicable  to 
district  treasurers  by  Chapter  41,  section  121. 

With  respect  to  debt,  most  of  the  sections  of  Chapter  44  relating  to 
temporary  borrowing  and  to  the  procedures  and  form  of  debt  Issues  are  as 
applicable  to  districts  as  they  are  to  towns.     The  provisions  of  Chapter 
44  relating  to  revenue  and  grant  anticipation  notes  can  be  found  in  sec- 
tions 4  and  6A:  information  on  the  issuance  and  form  of  notes  and  bonds 
is  provided  In  sections  16-20;  and  state  house  notes  are  discussed  In 
sections  23-28. 

Districts  have  the  authority  of  cities  and  towns  to  incur  long-terra 
debt  (44:7,  8),  but  only  if  they  are  authorized  by  law  to  spend  money 
for  the  purposes  for  which  the  debt  is  to  be  incurred  (44:9).  The 
purposes  for  which  a  district  may  expend  money  are  ordinarily  spelled 
out  in  the  district's  enabling  act. 
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The  Commonwealth  of  Massachusetts 
DEPARTMENT  OF  REVENUE 
DivistoN  OF  Local  Services 

EowAWD   J.   COULIMB.  Jn. 


PROPERTY  TAX  BUREAU 

INFORMATIONAL  GUIDELINE 
RELEASE  NO.  B6-202 

Subject:     Annual  Town  Meeting 

Budqet  Submission   in  Cities 


May  1986 


DELAY  OF  ANNUAL  TOWN  MEETING  AND 


EXTENSION  OF  TIME  FOR  BUDGET  SUMISSION   IN  CITIES 


Chapter  9  of   the  Acts  of  1985 
(Amending  G.L.   Ch .    39  S.    9  and  Ch.    44  S 


32 


SUMMARY   1:      Town  Meeting 


Section  9  of  Chapter  39  setting  out  the  time  for  holding  town  meetings 
has  been  amended  by  Section  1  of  the  Act  which  authorizes  the  board  of 
selectmen  to  delay  the  annual  town  meeting. 


DISCUSSION: 

Annual   town  meetings  must  be  held  in  February,   March,   April  or  May 
unless  a  special  law  or  charter  establishes  a  different  time.  This 
amendment  allows  the  selectmen  to  delay  the  meeting  regardless  of  any 
law,   by-law  or  charter  provision  to  the  contrary. 


GUIDELINE: 


The  annual  town  meeting  may  be  delayed  by  vote  of  the  selectmen  but 
all  business  must  be  completed  on  or  before  June  30th-     That  portion 
of  the  annual  town  meeting  providing  for  the  election  or  certification 
of  officers  and  ballot  questions  may  not  be  delayed. 

Example ;     The  town  charter  states  that  the  election  of  officers 
and  voting  on  ballot  questions  will  be  conducted  at  the  start 
of  the  annual  town  meeting  on  the  second  Monday  in  March. 

Under  this  provision,   the  business  portion  of  the  annual  town 
meeting  can  be  delayed  by  vote  of  the  selectmen  provided  all 
business  is  completed  by  June  30th.     The  election,  however, 
must  still  be  held  on  the  second  Monday  in  March. 

SUMMARY    2;      City  Budoet 

Section  32  of  Chapter  44  providing  for  the  organization  of  city 
government  and  submission  of  the  annual  budget  has  been  amended  by 


Harry  M.   Grossman,  Chief 
PROPERTY  TAX  BUREAU     Lucille  F.    Bayes,    Asst.    Chief  (617)727-4231 
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Section   2  of   the  Act-      The  amendment  extends  the  time  period  for 
the  mayor  to  submit  the  budget  from  90  days  to  120  days  and 
allows  the  city  council  30  days  to  prepare  the  budget  on  its  own 
initiative  if  the  mayor  does  not  act  within  the  120  day  period. 

GUIDELINE: 

The  mayor  now  has  120  days  after  the  organization  of  city  govern- 
ment to  submit  the  budget  to  the  city  council.     If  no  budget  is 
submitted  within  this  period,  the  city  council  may  prepare  and 

enact  its  own  budget. 
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The  Commonwealth  of  Massachusetts 
DEPARTMENT  OF  REVENUE 
Division  of  Local  Services 

Property  Tax  Bureau 
Informational  Guideline 
Release  No.  85-209 
Local  Option  Tax 

Ira  a. 

Jackson 

Edward  J.  Collins,  Jr. 

UPDATE 

COMM 

■■•lONCK 

UKRUTV  \^OM  Ml  SSIONCR 

October  1985 


AN  UPDATE  ON  INFORMATIONAL  GUIDELINE  RELEASE  8  5-209 
(Hotel/Motel  Excise) 


This  update  is  a  clarification  and  amplification  of  the 
Department  of  Revenue's  (DOR)  recent  Informational  Guideline 
Release . 


EFFECTIVE  DATE  OF  THE  EXCISE; 


For  reasons  of  administrative  efficiency,   the  DOR  is  requesting 
that  all  municipalities  make  the  excise  effective  at  the  beginning 
of  a  calendar  quarter,   i.e.,  January  1,  April  1,   July  1,  or  October  1. 
This  can  be  done  by  specifying  in  the  vote  which  adopts  the  excise 
the  date  it  is  to  take  effect.     The  effective  date  must  be  the 
beginning  of  a  month  and  must  be  at  least  15  days  after  the  date  the 
■  city  or  town  adopts  the  excise.     If  no  date  is  specified  in  the  vote, 
the  excise  will  take  effect  on  the  first  day  of  the  following  month, 
if  that  is  at  least  15  days  after  the  vote;     otherwise  it  will  take 
effect  on  the  first  day  of  the  second  month  following  its  adoption. 


USE  OF  REVENUES  FROM  THE  EXCISE; 


If  the  excise  is  adopted,  the  money  distributed  to  the  city  or 
town  will  be  general  revenue  which  may  be  appropriated  for  any  law- 
ful municipal  purpose.     It  should  be  used  in  the  calculation  of  the 
municipal  tax  rate  as  a  local  estimated  receipt;  the  amount  of  the 
estimate  is  subject  to  approval  by  the  DOR  as  with  any  estimated 
receipt.     It  will  not  be  included  in  the  Cherry  Sheet  estimates. 


NOTIFICATION  OF  ACCEPTANCE; 


Since  prompt  notification  to  the  DOR  is  essential  to  the  imple- 
mentation and  collection  effort,  city  and  town  clerks  must  notify 
the  DOR  as  soon  as  the  municipality  has  adopted  the  excise.  In 
certifying  a  city's  adoption  of  the  excise,  if  the  mayor's  signature 
appears  in  a  city's  notification  of  adoption,  the  clerk  should  be 
sure  to  include  the  date  the  mayor  signed  the  order  of  the  city 
council  or  board  of  aldermen.     A  copy  of  the  vote  should  be  sent  to: 
COMMISSIONER  OF  REVENUE,   ATTENTION;     ROOM  OCCUPANCY  COORDINATOR,  RM. 
800,   SALTONSTALL  BLDG.,    100  CAMBRIDGE  ST.,   BOSTON,   MA  02204. 


PROPERTY  TAX  BUREAU     Francis  T.   Seifert,  Acting  Chief  ^^17^97  n^ifi 

Joseph  G.  Graziani,   .t^.,   AcQt.   Chief  ^^^'i^^'  UDib 
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REVENUE  ESTIMATES: 


DOR  is  working  to  assemble  data  showing  amounts  collected  in 
each  municipality  under  the  state  room  occupancy  excise  for  prior 
years.     When  they  have  been  assembled  ,  such  data  will  be  made  avail- 
able to  cities  and  towns.     In  the  meantime,  municipalities  may 
estimate  their  revenue  by  using  the  methodology  outlined  in  the 
attached  explanation. 

SAMPLE  ARTICLE  OR  RESOLUTION  FOR  ACCEPTING  THE  ROOM  OCCUPANCY  EXCISE 

To  see  whether  the   (town/city)  of    will  vote 

to  accept  General  Laws,  Chapter  64G  Section  3A,  to  impose  a  local 

room  occupancy  excise  at  the  rate  of    percent.     Said  excise 

shall  take  effect  on  the  first  day  of   19  . 
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The  Commonwealth  of  Massachusettts 
DEPARTMENT  OF  REVENUE 


Division  of  Local  Services 


F'  .operty  Tax  Rureao 
T  "iformat ional  HuideLine 
Release  Mo.  P5-210 
Lf  cal  Option  Tax 
Ch.l4^  of  Acts  of  19as 


Ira  a.  Jackson 
comm  issioner 


THE  LQCAI.  OPTION  JET  ¥VKL  FXCISF 
(G.L.  Chi!pt(^r  fi4J) 


IMTR(X)UCTION  t 

The  Legislature  has  enacted  a  local  option  law  which  oermits  cities  and 
towns  to  impose  a  local  excise  of  five  per  cent  upon  aircraft  (jet)  fuel 
used  or  sold  for  use  in  propel  lino  turbine-propeller,  jet,  turbo-jet  and  jet 
driven  aircraft  and  aircraft  engines.   (Chapter  145  of  the  Acts  of  1985, 
Section  7,  inserting  a  new  chapter  64 j  in  the  General  Lav;s.)     It  is 
important  to  note  that  the  excise  does  not  apply  to  aviation  gasoline  use<3 
in  propelling  piston-engint?d  aircraft. 

The  tax  generally  applies  to  the  transfer  of  aircraft  (jet)   fuel  into 
an  aircraft  or  into  a  receptacle  from  which  aircraft  (jet)  fuel  is  suDplied 
to  aircraft.    The  liability  for  the  excise  accrues  at  the  location  where  the 
fuel  is  transferred  into  the  aircraft  which  will  use  it. 

HOW  TO  ACCKPT  THE  EXCISE; 

A  municipality  wishinn  to  adopt  the  excise  must  vote  to  accept  the 
provisions  of  General  Laws,  Chapter  64 J.    The  excise  must  be  adopted  

1.  by  vote  of  the  town  council,  or  by  vote  of  the  annual  or  a 
special  town  meeting; 

2.  hy  a  majority  vote  of  the  city  council  with  the  aooroval  of  the 
mayor  in  cities  with  a  Plan  A,  Plan  B,  or  Plan  F  charter; 

3.  by  majority  vote  of  the  city  council  in  cities  with  a  Plan  C, 
Plan  D,  or  Plan  E  charter;  or 

4.  by  a  majority  vote  of  the  city  council  or  board  of  aldennen, 
to,  the  provisions  of  the  charter,  in  a  city  without  a  standard 
plan  charter.    General  Lav/s,  Chapter  4,  Section  4. 

The  local  excise  will  be  effective  on  the  first  day  of  the  month  fol- 
lowing its  local  acceptance.     If,  hov/ever,  such  first  day  is  less  than  fif- 
teen days  after  the  date  of  acceptance,  the  excise  takes  effect  on  the  first 
day  of  the  second  month  after  its  acceptance.    A  sample  article  or 
resolution  to  accept  the  la^;  is  set  forth  belov;. 
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DISCUSSION: 


The  excise  would  be  collected  by  the  Department  of  Revenue  (noR)  with 
respect  to  aircraft  (jet)  fuel  sold  and  pumped  into  aircraft  within  the 
geographic  limits  of  such  city  or  town.    The  local  taxes  collecte<3  by  DOR 
v/ould  be  distributed  to  the  city  or  town  at  least  twice  a  ye^r,  in  December 
and  June. 

PROCEDURE  ; 

Since  DOR  is  charged  with  collecting  the  excise  on  b<^-half  of  those 
municipalities  which  elect  to  impose  it,  it  is  essential  that  the  city  or 
town  clerk,  or  the  clerk  of  the  city  council,  send  a  certified  cony  of  the 
vote  accepting  the  provision  to  DOR  ianediately.    The  copy  of  the  vote 
should  be  sent  to  Conmissioner  Tra  A.  Jackson,  Masr-achusetts  Department  of 
Revenue,  Leverett  Saltonstall  Puiidinq,  Roan  100  Cambridge  Street, 

}3oston,  MA.  02204. 

Questions  relative  to  the  pcocednres  fc.ir  adufition  and  not i f iration 
should  be  addressed  to  the  Prop-tLy  Tax  Rurc-Hu,  Rocm  GH/,  Itio  Cambridge 
Street,  Boston,  MA.  02204. 

Tel.#  727-4231. 


SAMPLE  ARTICLE  OR  RESOLUTION  FOR  ACCHPTANCE  OP  LOCAL  JE'l'  FflEL  EXCISE: 


To  see  v/hether  the  (town/city)  of     will  vote  to  accept 

General  Lav;s,  Chapter  64J  to  impos.:-  a  iet  fuel  excise. 
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Chapter  2 

DUTIES  AND  RESPONSIBILITIES  OF  THE  TREASURER 


OVERVIEW 

The  treasurer  receives  all  money  beloaging  to  the  city  or  town,  and 
expends  and  accounts  for  it  according  to  the  order  of  the  city  or  town 
or  of  its  authorized  officers.     No  other  person  has  authority  to  pay  any 
bill  of  any  municipal  department.  (41:35) 

In  addition,  the  treasurer  is  custodian  of  all  other  funds  of  the 
city  or  town.     He  or  she  is  custodian  of  the  stabilization  funds, 
pension  funds,  trust  funds,  and  tax  titles.     He/she  may  be  appointed  to 
serve  as  custodian  of  tax  possessions  under  certain  circumstances. 

It  is  the  treasurer's  responsibility  to  make  provision  for  adequate 
funds  to  cover  current  obligations.     He/she  must  manage  the  funds  of  the 
municipality  so  that  all  obligations  such  as  payroll,  bills,  payment  on 
bonds  and  notes,  and  other  remittances  can  be  paid  in  a  timely  manner. 

In  order  to  fulfill  the  responsibilities  that  the  position  entails, 
the  treasurer  must  know  the  municipality's  cash  position  daily.     This  is 
accomplished  by  depositing  all  cash  received  on  a  daily  basis  when  prac- 
tical.    It  also  requires  prompt  reconciliation  of  all  bank  accounts. 

It  is  important,  also,  that  the  treasurer  be  familiar  with  the  provi- 
sions of  the  various  sections  of  Chapter  60  of  the  General  Laws  regard- 
ing tax  titles  and  tax  foreclosures.     The  town  could  forfeit  its  rights 
if  an  error  is  made  in  the  proceedings. 

The  treasurer  is  usually  the  negotiating  officer  for  all  municipal 
borrowing.     (S)he  arranges  the  terms  of  the  town's  borrowing.     All  such 
borrowing  requires  the  approval  of  the  mayor  or  the  board  of  selectmen. 

The  treasurer  must  give  a  bond  annually  for  the  faithful  performance 
of  his/her  duties  (41:35).     The  duties  and  responsibilities  of  the 
treasurer  are  spread  throughout  the  General  Laws  of  Massachusetts.  The 
following  section  will  outline  a  number  of  these  recorded  responsi- 
bilities. 


RESPONSIBILITIES  OF  AND  FUNCTIONS  CARRIED  OUT  BY  THE  TREASURER 

The  treasurer  receives,  takes  charge  of,  and  accounts  for  all  monies 
belonging  to  the  city  or  town  (41:35).     He  or  she  receives  and  identi- 
fies monies  due  the  city  or  town  and  furnishes  the  accountant  or  auditor 
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with  a  detailed  record  of  them.  The  treasurer  also  serves  as  custodian 
for  certain  other  public  bodies,  such  as  the  local  arts  councils. 

It  is  the  responsibility  of  the  treasurer  to  maintain  a  cash  book 
reflecting  the  breakdown  of  all  receipts,  disbursements,  and  cash 
balances  (41:35).     He  or  she  also  provides  for  adequate  funds  for 
current  obligations,  including  safekeeping  of  all  funds  and  issuing  of 
all  long-terra  and  short-terra  debt.     In  addition,  the  treasurer  invests 
funds  to  ensure  raaxiraum  yield  on  investments  while  raaintaining  adequate 
availability  of  cash  (44:55,  55A). 

The  treasurer  is  the  only  officer  authorized  to  pay  out  public  money, 
but  may  do  so  only  when  the  payment  is  authorized  by  someone  else.  In 
cities,  the  auditor  or  officer  having  similar  duties  approves  all  bills 
and  payrolls  of  all  departments  before  they  are  paid.     In  towns,  the 
selectmen  and  the  town  accountant,  if  any,  must  approve  bills  and  pay- 
rolls.    In  some  towns,  this  responsibility  has  been  given  to  the  town 
manager,     (The  treasurer  cannot  pay  any  bill  disallowed  by  the  town 
accountant   [41:35,  56].) 

The  treasurer  also  pays  over  and  accounts  for  all  amounts  due  for 
salaries  and  wages.  (S)he: 

e  receives,  accounts  for,  and  disburses  all  payroll  and  personnel 
deduction  amounts  (taxes,  retirement,  insurance,  annuities,  etc.). 
(41:41) 

•  when  indicated,  raaintains  all  payroll  and  personnel  records  and 
acts  as  liaison  between  employees  and  retirement  board,  insurance 
vendors,  etc.     (149:1788;  175:138A) 

•  when  so  appointed,  acts  as  custodian  and  administrator  of  the 
unemployment  compensation  program.     (40: 5E) 

•  assures  compliance  with  provisions  of  the  Massachusetts  General 
Laws  in  connection  with  labor  and  industry,  retirement,  and 
insurance. 

•  monitors  compliance  with  the  provisions  of  local  personnel  bylaws, 
union  contracts,  and  civil  service  regulations.  (41:35) 

Chapter  41,   section  41,   requires  that  the  head  of  the  department  or 
his/her  designee  attests  to  the  accuracy  of  the  payroll  before  the 
treasurer  pays  it. 

In  cities  and  towns  which  maintain  a  separate  retirement  system,  the 
treasurer  is  also  the  treasurer  of  the  retirement  system. 

With  the  approval  of  the  mayor  or  the  board  of  selectmen,  the  treas- 
urer negotiates  all  borrowing,  prepares  the  necessary  documents  and 
notes,  and  reports  on  the  same  to  the  director  of  accounts  (44:23,  24, 
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28;).     All  borrowing,  except  for  temporary  loans,  requires  a  two-thirds 
vote  of  the  city  council  or  town  meeting. 

Town  treasurers  must  report  to  the  town  accountant,  or,  if  there  is 
none,  to  the  finance  committee,  the  amount  of  debt  and  interest  due  in 
the  next  fiscal  year  at  the  time  they  submit  their  budget  estimates. 
(41: 59) 

The  treasurer  has  custody  of  stabilization  funds,  retirement  funds, 
trust  funds,  investments,  and  all  other  funds  of  the  town  not  specifi- 
cally allocated  to  other  agencies.     In  cities  and  towns  which  maintain  a 
separate  retirement  system,   the  treasurer  is  also  the  treasurer  of  the 
retirement  system. 

The  treasurer  is  customarily  custodian  of  the  financial  documents, 
such  as  insurance  policies,   fidelity  bonds  of  other  town  officials,  and 
deeds  to  all  property  acquired  by  deed.     (The  accountant  has  custody  of 
contracts  and  keeps  a  register  of  sureties  on  bonds  [40:5B;  41:46,  57; 
44:54].  ) 

The  treasurer  should  keep  administrative  officers,  finance  commit- 
tees, and  others  advised  with  regard  to  the  financial  condition  of  the 
city  or  town,  providing  factual  information  upon  which  decisions  with 
regard  to  budgets  or  appropriations  are  made. 

The  treasurer  maintains  tax  title  accounts,  conducts  sales  of  land  of 
low  value,  and  prepares  documents  required  to  petition  for  foreclosure. 
(60:50,  61,  62,  63,  76,   77,   79,  80) 

It  is  the  duty  of  the  treasurer  to  prepare  various  reports,  includ- 
ing:    a  reconciliation  of  treasurer's  cash;  a  weekly  or  monthly  report 
to  the  accountant  of  all  receipts  and  balances;  reports  of  payroll 
deductions  (i.e.,  federal  withholding,  state  withholding,  retirement 
funds,  group  insurance,  credit  union,  union  dues,  etc.);  an  annual 
report  (including  a  statement  of  receipts  and  disbursements,  a  statement 
of  debt,  and,   in  the  absence  of  trust  commissioners,  a  report  of  trust 
funds);  and  reports  to  the  Bureau  of  Accounts  (including  a  quarterly 
report  of  reconciliation  of  treasurer's  cash  and  an  annual  report  of 
cash  management  achievements).     (See  IGR  83-02,  pages  2-9  -  2-10.) 

If  the  treasurer  also  serves  as  accounting  officer  for  the  community, 
he/she  must  submit  the  prescribed  statement  of  financial  position  or 
"balance  sheet"  dated  as  of  the  close  of  business  on  June  30.  This 
report  is  required  by  the  Bureau  of  Accounts  before  they  will  certify 
the  community's  free  cash.     (Please  refer  to  IGR  86-104  on  pages  2-11  - 
2-14  for  more  information  on  free  cash.) 

The  treasurer  is  responsible  for  the  closing  and  reconciliation  of 
all  books  and  accounts  in  the  treasurer's  office,  including  the  cash 
book,  warrants  (including  vendor,  payroll,  and  special),  bank  accounts 
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(checking  accounts,  trust  funds,  and  bond  and  coupon  accounts),  insur- 
ance programs,  retirement  funds,  debt  records,  and  tax  title  accounts. 


Other  responsibilities  of  the  treasurer  include  the  general  care  of 
equipment  and  interaal  systems,  the  general  management  of  personnel 
within  their  department,  communication  with  rating  services,  and  acting 
as  remitting  agent  (for  federal  and  state  withholding  taxes,  retirement 
programs,  hospitalization  plans,  teachers'  annuities,  insurance  plans, 
credit  unions.  United  Fund,  savings  banks,  labor  unions,  deferred 
compensation,  IRAs ,  and  dog  licenses  issued). 


10  MAJOR  RESPONSIBILITIES 
OF  TREASURERS 


•  Custodian  of  (Most)  Financial 
Documents 


•  Informs  Officials  of  Financial 
Conditions 


9  Receives  and  Accounts  for  Funds 
e  Pays  Bills 

e  Pays  Salaries  and  Wages 
•  Negotiates  Borrowing  •  Manages  Tax  Title  Accounts 

o  Custodian  of  Special  Funds  •  Prepares  Written  Financial  Reports 

•  Reconciles  Financial  Accounts 


MISCELLANEOUS  STATUTORY  PROVISIONS  APPLYING  TO  TREASURERS 


Terra  of  Office 

A  town  at  its  annual  meeting,  when  the  term  of  an  incumbent  expires 
and  no  other  provision  is  made,  elects  a  treasurer  for  one  or  three 
years  (41:1).     The  treasurer  must  be  sworn  to  the  faithful  performance 
of  his/her  duties  (by  the  town  moderator  or  by  the  town  clerk  of  the 
town  where  (s)he  resides)  for  a  terra  fixed  by  law  (41:107). 


Salary  and  Compensation 

An  elected  treasurer's  salary  and  compensation  are  fixed  annually  by 
a  vote  of  the  town  (41:108).     For  nonelected  officials,  salary  plans  may 
be  established  to  classify  jobs  and  set  the  maximum  and  minimum  salaries 
for  each  classification.     These  are  to  be  established  in  cities  by  ordi- 
nance and  in  towns  by  bylaw  (41:108A). 
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Removal  from  Office 

If  It  is  the  opinion  of  the  commissioner  of  revenue  that  the  safety 
of  a  city,   tovm,  district,  or  regional  school  district's  funds  may  be 
jeopardized  by  the  continuation  in  office  of  the  treasurer,  the  commis- 
sioner may  petition  the  superior  court  for  the  removal  of  such  an 
officer  (41:39B). 

Vacancy  in  Office 

Cities — If  a  vacancy  occurs  in  the  office  of  city  treasurer,  the 
nature  of  which  is  permanent  (death,  resignation,  or  removal)  or  tempo- 
rary (disability  or  absence),   the  mayor  may  appoint  a  temporary  replace- 
ment, generally  without  the  approval  of  the  council  (see  text  of  statute 
for  specifics).  (41:61A) 

Towns — If  a  vacancy  occurs  in  the  office  of  town  treasurer  or  if 
such  officer  is  unable  to  perform  her/his  duties  because  of  disability 
or  absence,  the  selectmen  may — in  writing  signed  by  a  majority  of  them 
and  filed  in  the  office  of  town  clerk — appoint  a  temporary  officer  to 
hold  the  office,  exercise  the  powers,  and  perform  the  duties  of  the 
office  until  another  is  duly  elected  or  appointed  or  until  the  officer 
who  was  disabled  or  absent  resumes  his  or  her  duties  (41:40). 

If  a  vacancy  occurs  in  the  office  of  town  treasurer  because  of  fail- 
ure to  elect  an  officer  or  the  elected  person  does  not  accept  the  office 
or  other  reason,   the  town  may  at  any  town  meeting  elect  a  person  to  the 
office  (see  text  of  statute  for  procedure  to  elect).  (41:10) 

Liability  of  the  Treasurer 

A  treasurer  of  a  city,  town,  or  district  is  not  personally  liable  for 
funds  lost  due  to  the  closing  of  certain  kinds  of  banks  or  of  the 
Massachusetts  Municipal  Depository  Trust  if  (s)he  exercised  due  care  in 
depositing  public  funds  (44:55A). 

If  an  action  or  suit  is  brought  against  a  treasurer  for  damages,  and 
personal  property  or  other  is  attached,  counsel  may  be  provided  by  the 
community  to  defend  the  treasurer  if  it  is  the  opinion  of  the  mayor  and 
city  council  or  selectmen  that  the  suit  arose  out  of  actions  performed 
in  good  faith,  without  negligence,  and  in  the  belief  that  he  or  she  was 
acting  in  the  municipality's  interest.     The  mayor,  city  council,  or 
selectmen  shall  file  certificates  in  the  appropriate  places  to  dissolve 
attachments  resulting  from  action  or  suits  that  have  been  brought.  (See 
text  of  statute,  41:43A.)     Treasurers  may  also  be  eligible  for  indemni- 
fication including  legal  fees  under  Chapter  258,  section  9,  and  under 
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Chapter  258,   section  13,   if  the  municipality  votes  to  accept  this 
statute. 

Bonding  of  Treasurer 

Within  ten  days  after  election  or  appointment,  the  treasurer  must 
apply  for  a  bond  in  the  amount  and  on  forms  approved  by  the  commissioner 
of  revenue,     A  treasurer's  bond  covers  his/her  duties  with  respect  to 
trust  funds  and  retirement  system  funds,  as  well  as  general  municipal 
funds.     The  bond  must  be  renewed  annually  within  ten  days  after  the 
expiration  of  the  existing  bond.     Failure  to  bond  will  cause  the  office 
to  be  vacant.     Vacancies  are  filled  under  Chapter  41,  sections  40  and 
61A  (41:35). 

The  procedures  for  annual  bonding  are  as  follows:     On  or  about  August 
1,  the  Property  Tax  Bureau  mails  a  letter  to  city  or  town  treasurers 
requesting  a  statement  of  retirement  and  trust  funds  in  the  treasurer's 
custody  for  the  current  year  (see  pages  2-15  -  2-16),     The  Property  Tax 
Bureau  computes  the  amount  of  the  treasurer's  bond  by  adding  the  total 
amount  of  retirement  and  trust  funds  to  the  net  amount  to  be  raised  and 
the  total  estimated  receipts  shown  on  the  recapitulation  sheet  for  his/ 
her  community.     That  total  is  compared  to  a  bonding  chart  to  establish 
the  minimum  amount  for  the  treasurer's  bond.     (See  letter,  pages  2-17  - 
2-18.)     A  letter  giving  the  minimum  bond  amounts  is  mailed  to  the  com- 
munity in  January. 


SIX  STEPS  IN  OBTAINING  ANNUAL 

BOND 

FOR  TREASURERS 

1 

2 

3 

4 

5 

6 

Treasurer 

Treasurer 

Commissioner 

Municipality 

Treasurer 

Commissioner  of 

receives  a 

completes 

of  Revenue 

determines 

obtains  bond 

Revenue  approves 

letter  about 

and  returns 

computes  and 

amount  of 

from  insurance 

and  returns  bond 

August  1 

letter 

notifies 

bond 

or  surety 

to  treasurer 

requesting 

municipalities 

company  and 

information 

of  minimum 

sends  bond 

amount  of  bond 

certificate  to 

Commissioner 

of  Revenue 

After  the  mayor  (or  aldermen  or  selectmen)  receives  the  commis- 
sioner's determination  of  the  minimum  amount  of  the  bond,  the  actual 
amount  of  the  bond  is  established.     The  amount  may  not  be  less  than  the 
minimum  determined,  but  it  may  exceed  that  amount.     The  bonds  are 
obtained  from  surety  or  insurance  companies  authorized  to  transact 


2-6 


business  in  the  Commonwealth  as  surety.     Bonds  are  submitted  in  tripli- 
cate to  the  Property  Tax  Bureau  for  approval.     (See  sample  bond,  pages 
2-19  -  2-20.)     The  Property  Tax  Bureau  reviews  each  bond,  checking  the 
following  items: 

•  Has  the  treasurer  (or  assistant  treasurer)  signed  the  bond? 

•  Has  the  signature  of  the  principal  been  properly  witnessed? 

•  Is  the  date  of  election  or  appointment  which  is  shown  correct? 

•  Is  the  length  of  the  terra  filled  in? 

•  Has  the  city  or  town  clerk  signed  the  bond? 

•  Has  the  bond  been  approved  by  the  board  of  selectmen,  mayor,  or 
aldermen? 

•  Is  the  amount  of  the  bond  no  less  than  the  minimum  required  by  the 
commissioner  of  revenue? 

•  Is  the  seal  of  the  surety  company  on  the  bond? 

If  the  bond  is  approved,  the  original  bond  with  the  commissioner  of 
revenue's  stamp  of  approval,  and  a  copy  of  the  bond,  are  returned  to  the 
official  involved  (see  letter,  page  2-21).     When  both  the  collector's 
and  the  treasurer's  bonds  have  been  approved,  an  approval  letter  is 
mailed  to  the  board  of  assessors  (see  letter,  page  2-23).     If  disap- 
proved,  the  bond  is  returned  with  an  explanation. 

The  assistant  treasurer  must  also  be  bonded.     The  amount  of  the 
assistant's  bond  would  be  2  5%  of  the  minimum  amount  of  the  treasurer's 
bond,  as  determined  by  the  commissioner  of  revenue. 


ASSISTANT,  TEMPORARY,  AND  DISTRICT  TREASURERS,  AND 
ACTING  COLLECTOR-TREASURERS 


As s i s^t ant  Treasurer 

The  treasurer  may  appoint  an  assistant  with  the  approval  of  the 
selectmen  or  mayor  (see  text  of  statute  for  requirements,  41:39A). 
Unless  a  temporary  treasurer  is  appointed  in  accordance  with  the  law, 
the  assistant  treasurer  may,  in  the  absence  of  the  treasurer,  perform 
the  treasurer's  duties.     An  assistant  treasurer  acting  as  temporary 
treasurer  will  have  the  powers  of,  and  be  subject,  to  the  requirements 
and  penalties  of  the  office  (41:39A).     An  assistant  treasurer  must  be 
bonded  within  ten  days  of  his/her  appointment.     The  amount  of  the  bond 
Ls  usually  25%  of  the  amount  established  for  the  treasurer. 
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Temporary  Treasure r 

If  a  treasurer  in  a  town  is  unable  to  perform  his/her  duties  because 
of  disability  or  absence,  a  majority  of  selectmen  may  appoint  a  tempo- 
rary treasurer  (41:40).     In  a  city,  the  mayor  may  appoint  a  temporary 
treasurer  for  up  to  60  days  without  confirmation  by  the  city  council 
unless  the  charter  provides  another  method  of  filling  the  vacancy 
(41:61A.).     Temporary  treasurers  must  be  bonded  within  ten  days  of  their 
appointment.     The  temporary  treasurer's  appointment  terminates  when 
another  treasurer  is  duly  elected  or  appointed,  or  when  the  officer  who 
was  disabled  or  absent  resumes  his  or  her  duties  (41:40).     A  temporary 
treasurer  may  perform  the  duties  and  exercise  the  powers  of  a  treasurer 
(41:40). 

Treasurers  Acting  as  Collector  of  Taxes 


A  town  may  vote  to  authorize  its  treasurer  to  act  as  collector  of 
taxes  (41:1).     The  powers  and  duties  of  a  treasurer  acting  as  collector 
(41:37,  38,   38A)  include: 

•  All  the  powers  of  the  collector  of  taxes. 

•  Appointing  of  deputies,  with  the  approval  of  the  commissioner  of 
revenue.     (Deputies  must  furnish  bonds  as  prescribed  by  the 
commissioner,  and  may  be  removed  by  the  commissioner  for  cause.) 

District  Treasurer 

Please  refer  to  Chapter  1,  page  1-11,  for  an  explanation  of  the 
duties  of  a  district  treasurer. 
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BUREAU  OF  ACCOUNTS 

iiNr  i„(r<ivi/-\  1  IvjinML  oUIUt-LINt 

The  Commonwealth  of  Massachusetts 

RfLEASE    Nn  jjJS-U^ 

•    UtKAKIIVltNT  OF  REVENUE 

SUBJECT: 

Division  of  Local  Services 

Ira  A.  Jackson 

EDWARD  J   COLLINS.  JR 

Alert  -  Financial  Report 
Filings 

COMMISSIONER 

DEPUTY  COMMISSIONER 

Alert  -  Financial  Report  Filings 

This  is  intended  to  call  attention  to  a  new  requirement  assigned  to  the 
Commissioner  of  Revenue  concerning  the  monitoring  of  local  government's  annual 
financial  reportings. 

The  Lav 

The  I98U  local  aid  additional  assistance  distribution  (Cherry  Sheet  item  C  10) 
as  enacted  within  the  adoption  of  the  198^*  state  budget  (Chapter  289,  Acts  of  1983) 
contained  the  following  language. 

O6II-55OO      "For  additional  assistance  to  cities  and  towns,  to  be  distributed 
under  the  provisions  of  section  three  of  this  act;  provided, 
however,  that  the  final  distribution  of  fiscal  nineteen  hundred 
and  eighty-four  shall  not  be  paid  tmtil  the  commissioner  of 
revenue  has  accepted  the  prior  fiscal  year's  annual  financial 
reporting  requirements  pursuant  to  the  provisions  of  chapter  ' 
forty-four,  section  forty-three  of  the  General  Laws", 

Local  Aid  Fund         10052  $^85,719,39^+ 

Explanation 

Section  forty-three  of  chapter  forty-four  deals  with  three  specific  annual 
reports . 

1.  The  detailed  statement  of  receipts,  classified  by  source,  and  disbursements, 
classified  by  objects.     This  report  is  commonly  known  as  the  "Schedule  A". 

2.  A  statement  of  public  debt  showing  the  purpose  for  each  item  of  debt  and 
the  provisions  for  payment. 

3.  A  statement  of  assets  and  liabilities  better  known  as  a  balance  sheet. 

Furthermore,  section  forty-three  provides  for  the  collection  of  any  additional 
information  pertaining  to  municipal  affairs  as  the  Director  of  Accounts  considers 
to  be  of  public  interest.     This  would  include  items  such  as  the  quarterly  bank 
reconciliation  reports  and  the  annual  cash  management  reports. 


2-9 


The  Commonwealth  of  Massachusetts 
DEPARTMENT  OF  REVENUE 


BUREAU  OF  ACCOUNTS 
INFORMATIONAL  GUIDELINE 

Release  No.  83-02 


SUBJECT; 


Division  of  Local  Services 


Alert  -  Financial  Re])ort 
Filings 


Ira  A.  Jackson 


EDWARD  J    COLLINS.  JR 


COMMISSIONER 


DEPUTY  COMMISSIONER 


Page  2 


The  legislature  has  expressed  concern  about  the  lack  of  certain  fiscal 
information  when  working  on  legislation  tliat  potentially  impacts  local  finances. 
Thus,  they  have  adopted  the  requirement  of  filing  compliance  certification  by  the 
Commissioner  prior  to  the  release  of  the  last  quarterly  payment  of  local  aid. 
This  last  payment  is  usually  distributed  during  June. 


Durir;;7  the  month  of  November,  the  Bureau  of  Accounts  will  notify  every  local 
governmental  unit  of  any  deficiencies  that  exist  in  their  failure  to  file.     A  plan 
for  correcting  the  deficiency  will  be  requested.     Governmental  units  that  have 
submitted  all  required  financial  reports  will  not  be  notified. 

A  second  notice  will  be  mailed  in  February.     This  notice  will  advise  the 
local  executive  officer  that  failure  to  submit  the  missing  reports  will  lead  to 
a  withholding,  pursuant  to  the  statutory  requirement,  of  the  June  distribution  of 
local  aid. 

The  third  and  final  notice  will  be  sent  out  during  May  and  will  advise  the 
State  Treasurer's  office  of  l^he  deficiency.     This  notice  will  place  a  restriction 
on  the  distribution  of  the  funds  which  will  remain  in  effect  until  the  deficiency 
is  corrected. 

Copies  of  all  notices  will  go  to  the  local  accountant  or  auditor  and  the 
local  treasurer  as  well  as  the  local  executive  office  or  officers.     The  schedule 
above  provides  advance  notice  so  that  governmental  units  will  have  sufficient 
time  to  correct  their  deficiency  before  their  distribution  is  scheduled  to  be 
released. 


Procedure 


2-  JO 


Ira  A.  Jo-kson 

COMMtS5roNER 


1 HL    COMMON'WLALTH    Or    fv".  AESACHUSrTT: 

DEPARTMENT  OF  RrVCNUE 
Division  c"  Local  Serviccs- 


EDWARD  J    COLLIMS.  JK 
Dcrirrv  coMMissioNE»^ 


BLiRtAe'  or  ACr.OUrVTS 

INr  ORN'iATlOKAL  GUIDELINE 
RELfASC    No  ^'^•^ 

TRtf;  CASH 
June  iMHfi 


FREE  CASH 


JUNE  1986 


This  Informational  Guideline  Release  (IGR)  InforiDS  communities  of  the 
certification  procedures  of  free  cash  and  adjusted  free  cash,  and 
clarifies  certain  aspects  of  the  calculation. 


I.       DEFINITION  OF  "FREE  CASH": 

A  city,  town  or  district's  free  cash  represents  the  amount  of  a 
community's  funds  that  are  unrestricted  and  available  for 
appropriation.  These  available  funds,  once  certified,  may  be  used  to 
support  supplemental  appropriations  during  the  year  or  at  the  Annual 
Town  Meeting  to  fund  next  years  budget.  Available  funds  are  certified 
by  the  Director  of  Accounts  as  of  July  1  each  year.  Chapter  59,  Section 
23  of  the  Massachusetts  General  Laws  requires  that  the  Director  of 
Accounts  certify  the  "...  amounts  of  available  funds  on  hand  on  .  .  . 
July  the  first   ,    ,  These  available  funds  are   best   known  as  "free 

cash"  and  may  only  be  used  after  certification  by  the  Bureau  of  Accounts. 

Simply  put,  free  cash  is  a  community's  unrestricted  available  funds  that 
may  be  used  as  a  funding  source  for  appropriations.  Free  cash  is 
generated  when  the  actual  operating  results  compare  favorably  with  the 
budget.  Specif ica2J.y ,  free  cash  is  generated  when  actual  revenue 
collections  are  more  than  budget  estimates,  and  when  expenditures  and 
encumbrances  (unpaid  bills  and  orders)  are  less  than  appropriations,  or 
both. 

Free  cash  provides  communities  with  a  certain  flexibility  in  that  it  is 
the  major  source  of  funding  for  any  supplemental  appropriation  after  the 
annual  budget  has  been  adopted  and  a  tax  rate  set. 

Free  cash  can  only  be  used  after  the  certification  process  is  complete. 
For  example,  the  July  1,  1985  certified  amount  may  be  used  to  fund 
supplemental  appropriations  voted  during  fiscal  year  1986  or  applied  as 
a  revenue  source  to  support  the  fiscal  year  1987  budget  which  is  voted 
in  the  Spring  of  1986. 


2-11 


II. 


CERTIFICATION: 


Free  cash  Is  certified  by  the  Bureau  of  Accounts  as  of  July  1  each  year 
upon  the  submission  of  a  conmiunity '  s  June  30  balance  sheet.  A  timely 
and  accurate  calculation  of  free  cash  is  very  important  to  a 
jurisdiction's  financial  planning  process. 

A.  A  community  must  submit  the  prescribed  statement  of  financial 
position,  most  commonly  referred  to  as  a  '"balance  sheet",  dated  as 
of  the  close  of  business  on  June  30.  All  restrictions, 
designations  or  appropriations  of  the  fund  balance  account, 
(formerly  known  as  the  surplus  revenue  or  excess  and  deficiency 
account),  should  be  recorded  as  of  June  30. 

B.  If  a  community  does  not  record  votes  of  available  funds  on  Its 
accounting  records  until  July  1  of  the  next  year,  a  schedule  of  the 
following  Items  is  required: 

1.  Appropriations  of  "free  cash"  not  recorded  or  posted  to  the 
balance  sheet  prior  to  June  30. 

2.  Revenue,  overlay,  offset  receipt  and  illegal  appropriation 
deficits,  if  any,  should  be  included  in  and  separately 
identified  on  the  balance  sheet.  If  any  are  not,  however, 
Include  them  on  this  schedule. 

C.  Based  on  the  information  submitted,  a  community  will  receive 
notification  of  the  total  amount  of  free  cash  which  is  certified 
and  therefore,  available  for  appropriation. 

r.  Additionally,  a  number  of  communities  have  experienced  late  tax 
billings  due  to  uncompleted  revaluation  update  projects.  These 
communities  vlll  qualify  for  special  c  onslderatlon  because  of  the 
inability  to  collect  e  significant  portion  of  their  revenue  prior 
to  the  close  of  the  year.  They  should  submit,  along  with  the  June 
3D' balance  sheet,  the  following: 

1.  The  amount  of  the  total  late  commitment. 

2.  The  date  of  the  mailing  of  the  tax  bills. 

3.  The  daily  collections  of  the  late  commitment  for  the  first  sixty 
(60)  days  after  the  mailing. 

A.  If  the  receipts  of  any  of  the  sixty  (60)  days  Itemized  in  3. 
above  were  recorded  prior  to  the  balance  sheet  cut-off,  please 
identify  them  on  the  schedule. 
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III. 


CALCULATION  OF  FREE  CASH: 


The  calculation  of  free  cash  considers: 

o    a   community's   undesignated   fund    balance,    (commonly    referred  to 
as  E  &  D  or  surplus  revenue.) 

o    less  -  uncollected  property  taxes 

-  overdrawn  accounts 

-  certain  deficits 

The  calculation  considers  these  factors  to  compensate  for  Massachusetts 
budgetary  practices  in  that: 

o    Property   Taxes    are    recognized    as    revenue    in    the    year    of  the 
levy,  regardless  of  when  they  are  actually  collected. 

o    Overdrawn    accounts     and     deficits     are     provided     for     in  the 
subsequent  years  budget  although  already  expended. 


IV.      ADJUSTED  FREE  CASH: 

In  addition  to  the  annual  July  1  certification,  communities  are  allowed 
to  have  their  free  cash  updated  one  time  during  any  year  to  provide 
additional  available  funds  to  support  appropriations.  This  adjusted 
free  cash  is  the  balance  of  any  unappropriated  free  cash  together  with 
the  total  of  the  current  year  collections  for  prior  real  and  personal 
property  taxes,  receipts  from  tax  title  redemptions,  and  the  proceeds 
from  the  sale  of  tax  possessions.  Once  again,  as  is  the  case  with 
certification  of  free  cash,  any  adjustment  to  free  cash  must  be  approved 
by  the  Bureau  of  Accounts  prior  to  its  use. 

Communities  are  allowed  to  have  their  free  cash  updated  once  during  a 
year  to  provide  additional  available  funds  to  support  appropriations. 

A.  Use: 


Adjusted  free  cash  may  also  be  used  to  support  appropriations. 
This  use,  however,  is  subject  to  these  three  very  important 
restrictions: 

1.  The  timing  of  additional  collections  for  updates  of  free  cash  is 
restricted  to  July  1  through  March  31.  The  amount  of  current 
year  collections  from  prior  real  and  personal  property  taxes, 
the  proceeds  from  the  sale  of  tax  title  possessions  and,  the 
receipts  from  tax  title  redemptions  may  not  include  collections 
after  March  31. 

2.  The  adjusted  free  cash  must  include  only  certified  free  cash  and 
subsequent  collections  that  have  not  been  previously 
appropriated. 

3.  The  subsequent  collections  may  be  used  only  with  the  approval, 
in  advance  of  their  use,  of  the  Director  of  Accounts. 
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IV.      ADJUSTED  FREE  CASH  (continued): 


B.  Authorization: 

The  authorization  to  use  adjusted  fiee  cash  during  a  fiscal  vear  is 
predicated  on  a  city,  town  or  district  providing  reasonable 
assurance  that  such  authorization  will  not  result  in  a  deficit 
"free  cash"  position  at  year-end.  This  is  very  important  to  a 
community's  overall  financial  health  as  a  year-end  free  cash 
deficit  is  a  strong  indicator  of  an  unhealthy  financial  condition. 

Communities  that  request  an  update  of  free  cash  will  be  required  to 
submit  a  projected  year-end  balance  sheet,  and  this  along  with 
historical  collection  information  and  cash  flows  will  be  taken  into 
consideration  in  evaluating  the  request. 

C.  Prior  Approval  Required: 

Again,  although  there  is  no  restriction  on  the  local  appropriating 
authority's  discretion  as  to  the  use  of  free  cash,  it  is  mandatory 
to  obtain  approval  from  the  Director  prior  to  the  time  that 
adjusted  free  cash  is  to  be  considered  as  a  funding  source  by  the 
local  appropriating  authority  such  as  town  meeting  or  city  council. 

Am'  APPROPRIATION  FUNDED  FROM  FREE  CASH  WHICH  HAS  NOT  BEEN 
CERTIFIED  WILL  NOT  BE  ALLOWED. 

All  requests  for  approval,  including  all  required  supporting 
documentation,  should  be  submitted  in  writing  to  the: 

Bureau  of  Accounts 
P.O.Box  7015 
Boston,  MA  0220A 


Following  these  procedures  will  assist  you  in  obtaining  prompt  approval 
of  your  tax  rate. 
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THE  COMMONWEALTH  OF  MASSACHUSETTS 
DEPARTMENT  OF  REVENUE 
PROPERTY  TAX  BUREAU 
100  CAMBRIDGE  STREET,   BOSTON     C220  4 

August  1985 


To  the  City /Town  Treasurer 

In  order  to  establish  your  bond  amount  for  the  calendar  year  1986, 
a  statement  of  the  Retirement  and  Trust  Funds  in  your  custody  must 
be  furnished  as  of  June  30,   1985.    (Section  35,  Chapter  41) 

Retirement  Fund  $  none  

(Includes  Investment  and  Holdings 
in  Your  custody  for  fiscal  year) 


Trust  Funds  $  68.657.49 


Cemetery  Fund  $  458,167.08 


Stabilization  Fund  $1,176,180.52 
(if  any) 


Anti-Recession  Fund        $    61, 283 . 11 
(if  any) 


Revenue  Sharing  Fund      $  396 , 140.  18 


TOTAL       $  2, 160,428.  38 


Until  such  information  is  provided,  no  action  can  be  taken  on  the 
pre'paration  of  your  bond  amount. 

To  facilitate  a  prompt  reply,  an  addressed  envelope  is  enclosed. 

Very  truly  yours. 

Commissioner  of  Revenue 
By: 


Kirry  M.  dfo'ssmari,  Chief 
.   .  Property  Tax  Bureau 

Completed  by  ^  i  r  o  1  ^         ^  c      *  \ 
Te  1 . '  L.  ^1  '  )H0 

Address   T"c,.     in  t  ^     i  1  "l)<rAr\^-^ 
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January  1986 


To  the  Mayor  and  Aldermen 
or  Selectmen  of  Dana 


In  compliance  with  the  provisions  of  Section  35  of  Chapter  Ul  of  the  General  Laws, 

the  Commissioner  of  Revenue  has  established  the  sum  of  $150,000. 

as  the  minimum  amount  for  the  1986  bond  of  the  Treasurer  of  your  municipality. 

Pursuant  to  the  provisions  of  Section  13  of  Chapter  60  of  the  General  Laws,  the 

Commissioner  of  Revenue  has  established  the  sum  of  $  150,000.  

as  the  minimum  amount  for  the  1986  bond  of  the  Collector  of  Taxes  and  if  so  elected 
or  appointed,  the  City  or  Town  Collector  of  your  municipality. 

Under  the  provisions  of  Section  13  and  13A  of  Chapter  11  of  the  General  Laws,  the 

Commissioner  of  Revenue  has  established  the  sum  of  $  9,  500.  

as  the  minimum  amount  for  the  1986  bond  of  the  City  or  Town  Clerk  of  your 
municipality . 

Consideration  will  only  be  given  to  a  faithful  performance  bond  without  limitations, 
on  an  accepted  form,  which  when  properly  executed  will  receive  the  Commissioner's 
approval. 

The  signature  of  the  selectmen  or  mayor  on  the  bond  indicates  acceptance  of  the 
amount.  The  city /town  clerk's  signature  on  the  bond  will  be  the  certification  of 
the  election  or  appointment  date  and  term  length. 


Very  truly  yours. 
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LOCAL  OFFICIAL  BOND 
(Execute  in  Triplicate) 


KNOW  ALL  MEN  BY  THESE  PRESENTS,  that  we         Arnold  Brown 


of  Dana  in  the  County  of  Franklin  

and  the  Commonwealth  of  Massachusetts  as  Principal,  and      A. B.C.  Insurance 

Company  a  corporation  duly  organized  and  existing 

under  the  laws  of  the  State  of      Massachusetts  and 

having  an  office  and  usual  place  of  business  at  Boston  

 in  said  Commonwealth  of  Massachusetts,  as  surety,  are 

held  and  firmly  bound  unto  the  town  (city)  of  Dana  

in  said  Commonwealth  of  Massachusetts  in  the  sum  of  

one  hundred  fifty  thousand  

Dollars  ( $  150, OOP.       ) ,  for  the  payment  of  which,  well  and  truly  made,  we  bind 
ourselves,  our  heirs,  executors,  administrators,  successors  and  assigns, 
jointly  and  severally,  firmly  by  these  presents. 

THE  CONDITION  OF  THIS  OBLIGATION  IS  SUCH  THAT 

WHEREAS  the  said  Principal  was  on  the  26th  

day  of      April  19  86  ,  duly  elected  

(elected  or  appointed) 

to  the  office  of  Treasurer  in  and  for  the  said  town 

(city) : 

AND  WHEREAS,  it  is  provided  by  law  that  such  an  official  shall  give  bond 
annually  for  the  faithful  performance  of  his  duties: 


NOW,  THEREFORE,  the  condition  of  this  obligation  is  such  that  if  the  said 
Principal  shall  from  and  after  the  date  hereof  faithfully  perform  all  the 
duties  of  his  said  office,  as  required  by  law,  during  the  period  of  twelve 
months  from  the  date  hereof  or  until  he  is  relieved  from  office  by  the  qualifi- 
cations of  a  successor  or  files  a  subsequent  annual  bond,  then  this  obligation 
shall  be  void:     otherwise,  it  shall  remain  in  full  force  and  effect. 

This  bond  is  nevertheless  executed  with  the  express  understanding  that 
upon  the  filing  by  said  Principal  of  a  subsequent  annual  bond  as  required  by 
the  statutes,  this  bond  shall  be  held  and  remain  in  force  to  cover  any  failure 
of  said  Principal  to  faithfully  perform  the  duties  of  his  office  between  the 
date  hereof  and  the  effective  date  of  said  subsequent  bond,  but  shall  not  apply 
to  or  cover  any  failure  to  faithfully  perform  the  duties  of  his  office 
occurring  after  the  effective  date  of  such  subsequent  annual  bond. 
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IN  WITNESS  WHEREOF,  the  said  Principal  has  hereunto  set  his  hand  and 
seal,  and  the  said  surety  has  affixed  its  corporate  seal  and  caused  these 
presents  to  be  signed  in  its  behalf  by  its  duly  authorized  attorney-in-fact 

(officer)  this  27th  day  of       April  , 

19  86  . 

Signed  in  the  Presence  of: 

J  Principal 
^"^T^-^    A  •  &  .  C  ■    -1-  n  s  Li  r  g    CQ.    Co  f>A  p  c  r^ 

AttoWiey-in-Fact  (Officer) 

THE  COMMONWEALTH  OF  MASSACHUSETTS 

Town  (City)  of  Dana  

 April  27,  ,  19  86 

This  is  to  certify  that  the  above-named  Principal  was  duly  elected 

(appointed)  to  the  office  of  Treasurer  in  and  for  the 

town  (city)  of  Dana  on    


April  26,  ,  19  86,  to  a  terra  expiring  on        April  26,  1989  

 ,   19  ,  or  until  his  successor  is  duly  qualified,  whichever  is  later. 


Town /City)  Clerk 


THE  COMMONWEALTH  OF  MASSACHUSETTS 
Town  (City  of  Dana    


 April  27,  ,  19  86 

This  is  to  certify  that  the  board  of  selectmen  (mayor  and  aldermen)  has 
fixed  the  sum  of  the  foregoing  bond  at  the  amount  shown  therein. 

Board  of  Selectmen 


By  £<irb^^/i  ^TTinATxynJ 

Authorized  Representative 
(Form  approved  by  Commissioner  of  Revenue) 
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Ira  a.  Jackson 

Commissioner 

Edward  J.  Collins.  Jr. 

Deputy  Commissioner 


iOO  ^OTn^t'i^/^  Jiree/:,  %o>Uo^  0220^ 


Dear    Arnold  Brown  

Returned  herewith  are  the  original  and  one  copy  of  the  1986  bonds  of 
the  indicated  officers  as  approved  by  the  Commissioner  of  Revenue. 


OFFICE  INSURANCE  COMPANY  AMOUNT 

Treasurer   A.R.r.   Tn.c^ni-^nno  rr^rppany   $  $150.000 

^  ^  A. B.C.   Insurance  Company  ^  $150,000 

Collector   ^     ^   $  


Clerk   A.R.r.    Tn<^nr^nnP   rnmp^ny   $  $9,500. 

Asst.  Treas .    $  

Add'l  Collector    $  

Very  truly  yours, 

Commissioner  of  Revenue 
By: 


Harry  M.  Grossman,  Chief 
Property  Tax  Bureau 
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Ira  a.  Jackson 


Commissioner 


Edward  J.  Collins.  JR. 


Deputv  Commissioner 
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To  the 

Board  of  Assessors 


The  1986  bonds  of  both  the  Treasurer  and  Collector  of 
Taxes,   and  if  so  elecred  of  appointed  City  or  Town 
Collector  of  your  municipality,   in  the  amounts  no  less 
than  the  minimum  established  in  each  case,  have  been 
approved  by  me  in  accordance  with  provisions  of  law. 

The  Assessors  are  therefore  empowered  under  the  provi- 
sions of  Section  53  of  Chapter  5  9  of  the  General  Laws  to 
commit  to  the  Collector  of  Taxes  the  lists  for  property 
taxes  and  excises. 


Co: 
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Chapter  3 
OPERATIONS 


In  this  chapter,  we  will  discuss  the  treasurer's  basic  duties  in  the 
handling  of  municipal  funds  and  the  books,  records,  and  reports  which 
are  required  to  account  for  various  transactions.     The  municipal  audit 
will  also  be  discussed. 

CASH  RECEIPT  AND  DISBURSEKENT  RECORDS 

The  treasurer's  office  is  required  to  have  a  cash  book,  a  bank 
ledger,  a  debt  record,  tax  title  account  records,  trust  fund  records, 
and  payroll  accounts.     There  should  also  be  carefully  maintained  files 
containing  back-up  documentation  for  all  entries.     This  chapter  explains 
the  format  and  use  of  the  cash  book,   the  bank  ledger,  check  registers, 
and  all  related  documentation.     (See  appropriate  chapters  for  debt,  tax 
titles,  and  other  records.) 

The  treasurer  must  keep  appropriate  records  of  all  funds.     He  or  she 
must  know  precisely  what  monies  have  come  into  the  community  and  what 
funds  have  been  disbursed.     Since  the  treasurer  must  make  an  accurate 
accounting  of  all  funds  in  his  or  her  control,  frequent  reconciliation 
of  all  accounts  is  strongly  recommended. 

ACCOUNTING  SYSTEMS 

Treasurers  must  understand  which  accounting  system  is  in  place  in 
their  community  because  they  interact  with  town  accountants  constantly 
and  need  to  understand  one  another's  requirements.     Accountants  and 
auditors  in  the  Commonwealth  are  currently  using  one  of  two  Department 
of  Revenue  recommended  accounting  systems.     It  is  important  for  the 
treasurer  to  understand  the  difference  in  these  systems. 

•  Statutory  System.     The  statutory  system  is  the  older  of  the  two 
accounting  systems.     It  uses  basically  one  fund  (i.e.,  one  general 
ledger)  to  record  all  transactions  that  occur  during  the  course  of  the 
year.     If  the  municipality  is  building  a  wastewater  treatment  facility, 
being  funded  by  grants  and  long-term  debt,  these  activities  are  ac- 
counted for  along  with  normal  annual  operating  expenses  in  the  general 
ledger.     While  the  accountant  and  the  treasurer  may  be  able  to  dif- 
ferentiate between  these  types  of  activities,  managers  and  interested 
outside  parties  may  have  difficulty  understanding  financial  statements 
prepared  from  this  system  when  all  activities  are  mingled  together. 
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•  UMAS  (Uniform  Municipal  Accounting  System).     UMAS  is  a  multi-fund 
accounting  system  based  on  generally  accepted  accounting  principles  for 
governmental  units.     These  principles  are  accepted  and  used  nationally, 
enabling  someone  in  a  tovm  In  the  state  of  Oregon  to  read  a  set  of 
financial  statements  from  a  town  in  Massachusetts,  and  to  be  able  to 
understand  the  figures  and  compare  them  to  those  from  any  other  munici- 
pality.    This  updated  accounting  system  recognizes  the  variety  of  ac- 
tivities performed  by  a  municipality  in  several  funds,  so  that  normal 
operations  would  be  accounted  for  in  a  general  fund,  the  construction  of 
a  wastewater  treatment  facility  in  a  capital  project  fund,  the 
assessment  of  sidewalk  betterments  in  a  special  assessment  fund,  etc. 

There  are  other  differences  in  the  two  systems  (i.e.,   the  timing  of 
revenue  recognition,  the  accruing  of  liabilities,  etc.),  but  these  need 
not  concern  us  here.     It  is  important  for  the  treasurer  to  remember  that 
receipts  must  be  clearly  Identified  and  accurately  reported  so  that  the 
accountant  can  appropriately  classify  them  in  the  accounting  records  no 
matter  which  accounting  system  is  used. 

THE  CASH  BOOK 

The  cash  book  is  a  source  book  of  original  entry  necessary  to  prove 
receipts  and  deposits.     It  is  also  used  for  reporting  of  cash  in  the 
custody  of  the  treasurer,  as  well  as  authorized  disbursements.  It 
provides  a  control  which  enables  the  treasurer  to  reconcile  with  bank 
statements,  cash  on  hand,  and  with  the  general  ledger  cash  balance  on  a 
monthly  basis. 

The  cash  book  should  be  maintained  to  account  for  receipts  and  dis- 
bursements.    The  left-hand  page  accounts  for  a  beginning  balance  plus  a 
dally  detailed  reporting  of  receipts  as  received  from  various  sources. 
The  right-hand  page  accounts  for  payments,  by  warrant. 

The  amount  and  date  of  each  deposit  should  always  be  recorded  in  the 
cash  book  by  either  having  a  separate  column  for  deposits  or  by  a  pencil 
footing  directly  beside  the  amount.     It  is  strongly  suggested  that  the 
treasurer  balance  the  cash  book  daily  with  a  pencil  footing  in  the  last 
column.     Errors  are  much  more  easily  rectified  when  located  at  the  end 
of  the  day  than  when  discovered  during  reconciliation  for  the  month. 

The  form  of  the  cash  book  may  vary  to  suit  a  particular  community's 
needs,  but  whatever  the  form,  it  should  be  a  permanent,  bound  book  that, 
at  a  minimum,  details  the  information  set  forth  in  this  chapter.  Sepa- 
rate cash  books  may  be  maintained  for  various  funds  (i.e.,  revenue 
sharing,   trust  funds,  and  retirement  system  funds).     In  smaller  commu- 
nities, one  cash  book  that  includes  all  funds  would  be  appropriate. 

Please  refer  to  pages  3-19  -  3-23  for  Instructions  on  posting  cash 
receipts  and  disbursements  in  the  cash  book  with  sample  pages. 
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CASH  RECEIPTS 


During  the  course  of  a  day,  week,  or  month,  a  treasurer  will  be 

recording  various  types  of  receipts,  depending  on  the  size  and  various 

services  provided  by  the  community.  Some  of  the  more  common  types  of 
receipts,  organized  by  source,  are: 

1.     Tax  Collector:     Reports  on  a  Schedule  of  Payments  to  the  Treas- 
urer (State  Tax  Form  AD7,  page  3-25),  and  forwards  one  copy  to 
the  town  accountant  or  the  city  auditor.     The  copies  of  forms  for 
warded  are  checked  by  the  town  accountant/auditor  to  the  Schedule 
of  Treasurer's  Receipts.     This  procedure  ensures  that  all  re- 
ceipts turned  over  to  the  treasurer  are  deposited  intact  and 
properly  recorded  on  the  town's  records. 

a.  Real  estate  and  personal  property  taxes.     If  the  bills  are 
mailed  by  October  1,   the  first  half  of  each  taxpayer's  bill 
is  due  by  November  1,  and  the  second  half  by  May  I.     If  bills 
are  mailed  subsequent  to  October  1,   the  taxpayer  has  30  days 
from  the  date  of  mailing  in  which  to  pay  the  taxes  without 
i  nteres  t . 


b.  Interest  on  delinquent  real  estate  and  personal  property  taxes 
is  computed  at  14%  from  October  1  for  the  first  half  payment 
and  April  1  for  the  second  half  payment,  providing,  of  course, 
the  bills  are  mailed  timely.     If  the  tax  bills  are  mailed 
after  October  1  and  not  paid  within  30  days  of  mailing,  inter- 
est is  computed  at  14%  from  the  date  of  mailing. 

c.  Motor  vehicle  excise  bills,  based  on  a  calendar  year,  are 
usually  received  with  a  commitment  list  by  the  assessors  from 
the  Registry  of  Motor  Vehicles.     At  least  50%  of  the  bills  are 
usually  sent  out  by  March  each  year.     The  rest  of  the  bills 
are  sent  out  at  varying  intervals  during  the  year.  These 
bills  are  due  and  payable  30  days  from  the  date  of  mailing, 
with  interest  at  the  rate  of  12%  per  annum  being  due  and 
payable  from  the  31st  day  on  delinquent  bills. 

d.  Boat  excise,  which  is  based  on  a  fiscal  year,  is  due  and  pay- 
able within  60  days  from  the  date  of  mailing.     Interest,  at 
the  rate  of  12%,  is  due  and  payable  from  the  61st  day  on 
delinquent  bills.     If  a  municipality  has  voted  under  Chapter 
40,  section  5(72),   to  establish  a  Municipal  Waterways  Improve- 
ment and  Maintenance  Fund,   50%  of  the  boat  excise  revenue  is 
deposited  in  this  fund  and  50%  goes  into  estimated  receipts. 
(60B:2(i)) 

e.  Special  assessments  (betterments),  such  as  those  for  sewers, 
sidewalks,  and  streets,  may  be  charged  proportionately  to 
taxpayers  for  improvement  to  their  property.     These  charges 
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can  be  paid  in  full  at  the  time  of  assessment  or  apportioned 
over  a  period  not  to  exceed  20  years,  with  interest  at  5%, 
unless  the  municipality  elects  to  charge  2%  above  the  interest 
rate  charged  on  the  funding  for  the  betterment  project. 
Betterments  are  billed  with  the  first  half  real  estate  bills. 

f.  Water,  sewer  use,  and  electric  light  receivables  may  be 
collected  by  a  city  or  town  collector.     Money  would  be 
received  almost  on  a  daily  basis,  depending  on  the  billing 
cycle. 

g.  Miscellaneous ,  such  as  demand  charges  ($5.00),  cemetery 
receipts,  ambulance  service  fees,  certificates  of  municipal 
liens  (60:23),  etc. 

2.     Municipal  Departments:     Report  on  the  Departmental  Turnover  (Form 
AD9,  page  3-27)  and  forward  one  copy  to  the  town  accountant  or 
the  city  auditor  (Form  ADIO,  page  3-29). 

a.  Water,  Sewer,  and  Municipal  Light  Departments.     Some  munici- 
palities have  separate  departments  handling  the  billing 

and  collecting  of  water,  sewer,  and  electric  light  receiv- 
ables.    Suras  collected  are  paid  over  to  the  treasurer  at 
least  weekly,  accompanied  by  a  Schedule  of  Payments  to  the 
Treasurer.     Money  may  also  be  deposited  by  the  department 
directly  into  a  designated  bank  account  with  the  treasurer 
receiving  a  copy  of  the  deposit  slip  and  a  Schedule  of  Pay- 
ments to  the  Treasurer.     Where  substantial  amounts  of  money 
are  collected,  care  should  be  taken  to  ensure  that  the  persons 
responsible  for  the  collections  are  properly  bonded. 

b.  Fees .     Building,  electrical,  gas  and  plumbing  inspectors,  and 
the  sealer  of  weights  and  measures,  usually  turn  over  fees  to 
the  treasurer  on  a  weekly  basis.     The  treasurer  also  receives 
money  for  various  types  of  licenses  issued,  such  as  alcoholic 
beverages  and  street  opening  permits  from  the  board  of  select- 
men, and  marriage  licenses,  dog  licenses,  and  certified  copies 
of  birth,  marriage,  and  death  certificates  from  the  town 
clerk.     The  school  department  will  be  turning  over  receipts 
from  their  cafeteria,  athletic  events,  etc. 

c.  User  Fees.     If  a  city  or  town  accepts  the  provisions  of 
Chapter  44,  section  53G,  it  may  use  the  estimated  receipts 
from  user  fees  to  offset  the  related  department's  current  year 
appropriations.     Receipts  of  fees  so  allocated  are  to  be  spe- 
cifically Identified.     They  may  be  expended  without  further 
appropriations.     Any  unexpended  balances  at  the  end  of  the 
fiscal  year  revert  to  the  general  treasury.     Any  deficit  that 
results  must  be  raised  in  the  next  possible  tax  levy. 
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d.   Insurance  Reimbursements*     If  cities  and  towns  receive  sums  of 
money  from  insurance  settlements  that  are  not  more  than 
$10,000,  they  may  be  used  without  a  specific  appropriation  for 
the  restoration  and  replacement  of  the  damaged  property. 
(Please  refer  to  IGR  80-4  on  page  3-31.) 

3.     State  and  Federal  Agencies:     Direct  receipt  to  the  treasurer. 
The  town  accountant/city  auditor  must  be  notified  of  the  amount 
rece  i ved . 

Commonwealth 

a.  Cherry  Sheet  receipts.     An  estimate  of  money  due  to  and  from 
local  communities  is  sent  to  the  board  of  assessors  on  or 
before  March  1  on  what  is  referred  to  as  the  "Cherry  Sheet." 

School  Aid  (Chapter  70)  is  distributed  quarterly  on  or 
about  September  15,  December  15,  March  15,  and  June  15. 

Lottery  Funds,  Additional  Assistance,  Highway  Funds,  and 
Urban  Redevelopment  Receipts  are  distributed  semi-annually  on 
or  before  December  30  and  June  30. 

Other  receipts  come  annually  at  various  times  throughout 
the  year.     The  money  is  sometimes  sent  from  the  state 
treasurer  without  specific  information  as  to  the  particular 
purpose  for  which  it  has  been  sent.     Care  should  be  taken  to 
properly  identify  those  items. 

b.  Other  receipts.     There  are  also  other  monies  which  the  state 
distributes  to  local  communities  but  which  are  not  shown  on 
the  Cherry  Sheet.     Court  fines  and  restitutions,  hotel/motel 
tax  distributions,  and  Chapter  90  Highway  i^unds  are  examples 
of  those  receipts. 

c.  Grants .     Money  from  grants  is  received  at  various  times 
throughout  the  year,  depending  on  when  the  community  qualifies 
for  a  particular  program.     Although  all  copies  of  grants  and 
contracts  are  required  by  law  to  be  on  file  in  the  town 
accountant's  or  city  auditor's  office,  it  would  be  beneficial 
to  the  treasurer  to  obtain  copies  of  grants  to  ensure  that  he 
or  she  complies  with  the  special  requirements  of  the  grant. 

Interest  on  Grants:     Unless  there  is  a  specific  statutory 
requirement  to  do  otherwise,  interest  earned  on  grants  must  be 
put  directly  to  the  general  treasury.  (44:53) 

Public  Works  Grants:     Interest  earned  on  deposits  and 
Investments  may  now  be  expended  without  further  appropriation 
for  the  purposes  that  the  grants  were  made  available.  (See 
IGR  86-102,  pages  3-33  -  3-34.) 

Handling  state  receipts 

Most  municipalities  have  the  Commonwealth  send  payments  di- 
rectly to  their  bank.     When  state  funds  are  received,  the  bank 


3-5 


deposits  the  funds  directly  into  the  treasurer's  account.  A 
notice  is  then  sent  to  the  treasurer,  advising  him/her  of  the 
transaction.     Some  banks  will  call  the  treasurer  and  notify  him 
or  her  that  the  funds  have  come  in.     This  enables  the  treasurer 
to  invest  the  funds  immediately  to  yield  the  maximum  Investment 
potential . 

Federal  Government 

a.  Federal  Revenue  Sharing  entitlements  have  usually  been  re- 
ceived on  a  quarterly  basis  starting  the  first  week  of  July. 
Money  must  be  deposited  directly  into  a  separate  account  in  as 
much  as  federal  regulations  prohibit  commingling  with  other 

f  unds . 

b.  Community  Development  Block  Grants  (CDBGs)  are  usually  given 
with  a  "line  of  credit,"  whereby  a  city  or  town  can  "draw 
down"  funds  as  needed. 

A.     Loan  Proceeds  (Direct  Receipt): 

When  a  treasurer  issues  debt,  the  bank  usually  credits  his/her 
account  with  the  proceeds  of  the  loan  together  with  any  premium 
and  accrued  interest.     The  proceeds  received  from  the  loan, 
premium,  and  accrued  interest  should  be  separately  identified 
when  reporting  to  the  town  accountant/auditor  on  the  Schedule  of 
Treasurer's  Receipts  (see  AD  Form  IILL  on  page  3-35). 

5.  Inves  tments : 

a.  Matured  Investment.     A  treasurer  will  receive  various  matured 
investment  funds  throughout  the  year.     It  is  imperative  that 
all  investments  maturing  be  recorded  as  a  cash  receipt.  The 
name  of  the  bank,  type  of  investment  maturing,  date  matured, 
and  the  amount  should  be  recorded  in  the  cash  book. 

b.  Interest .     A  treasurer  will  be  receiving  interest  earned  on 
various  types  of  investments  throughout  the  year.     It  is 
imperative  that  all  interest  earned  be  recorded  as  a  cash 
receipt.     The  type  of  investment  maturing  and  the  name  of  the 
bank  from  which  the  interest  is  received  should  also  be 
recorded  in  the  cash  book. 

6.  Tax  Titles ; 

a.  Tax  title  redemptions  are  apt  to  occur  many  times  during  the 
course  of  a  year.     When  recording  a  redemption  in  the  cash 
book,  the  amount  of  the  redemption,  and  any  interest  and  costs 
associated  therewith,  should  be  specified. 
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b.  Sales  of  tax  possessions  occur  at  various  times  during  the 
year.     When  recording  the  receipt  in  the  cash  book,  specify 
the  amount  the  town  accountant  is  showing  on  the  books  as  owed 
to  the  community  (the  book  value),  and  identify  any  gain  or 
loss  on  the  sale. 

7.     Miscellaneous  Receipts  (Usually  Direct  Receipt); 

Common  types  of  miscellaneous  receipts  occurring  throughout 
the  year  are  refunds  from  vendors,  money  from  rental  of  city/ 
town-owned  property,  health  insurance  payments  by  retired 
municipal  employees,  and  insurance  recoveries  from  fire  or 
physical  damage  policies.     The  source  of  these  revenues  should 
be  clearly  identified  when  recording  them  in  the  cash  book. 

DISBURSEMENTS 

It  is  the  responsibility  of  every  treasurer  to  pay  the  bills  of  his/ 
her  city  or  town  according  to  the  provisions  established  in  the  General 
Laws  of  the  Commonwealth.     Only  the  treasurer  has  this  authority 
(41:35):     "He  (the  treasurer)  shall  receive  and  take  charge  of  all  money 
belonging  to  the  town,  and  pay  over  and  account  for  the  same  according 
to  the  order  of  the  town  or  its  authorized  officers.     No  other  person 
shall  pay  any  bill  of  any  department." 

The  general  procedures  for  submitting,  approving,  and  paying  bills 
are  described  in  Chapter  41,   section  56,  of  the  General  Laws,  which  is 
quoted  below: 

Selectmen  and  all  boards,  committees,  heads  of  departments  and 
officers  authorized  to  expend  money  shall  approve  and  transmit 
to  the  town  accountant  as  often  as  once  each  month  all  bills, 
drafts,  orders  and  payrolls  chargable  to  the  respective  appro- 
priations of  which  they  have  the  expenditure.     Such  approval 
shall  be  given  only  after  an  examination  to  determine  that  the 
charges  are  correct  and  that  the  goods,  materials  or  services 
charged  for  were  ordered  and  that  such  goods  and  materials 
were  delivered  and  that  the  services  were  actually  rendered  to 
or  for  the  town  as  the  case  may  be....     The  town  accountant 
shall  examine  all  such  bills,  drafts  orders,  and  payrolls, 
and,  if  found  correct  and  approved  as  herein  provided,  shall 
draw  a  warrant  upon  the  treasury  for  the  payment  of  the  same, 
and  the  treasurer  shall  pay  no  money  from  the  treasury  except 
upon  such  warrant  approved  by  the  selectmen. 

As  this  statute  makes  clear,  there  are  several  steps  involved  (these 
are  shown  in  Figure  1)  in  paying  bills,  and  there  is  a  built-in  check 
and  balance  system  between  the  treasurer  and  other  city  or  town  offic- 
ials.    At  the  heart  of  this  system  is  the  preparation  of  a  warrant  by 
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the  city  auditor  or  town  accountant.     A  warrant  is  basically  an  authori- 
zation to  pay  bills  and  payrolls.     The  warrant  is  prepared  by  the 
accountant  after  he/she  has  received  and  examined  bills  from  various 
departments  of  the  town  or  city.     After  examining  these  bills  to  assure 
that  they  are  correct  and  legal,  the  accountant  submits  a  warrant  to  the 
selectmen,  city  council,  or  mayor  for  approval.     (Please  refer  to  Sched- 
ule of  Departmental  Bills  Payable  on  page  3-37  and  Treasury  Warrant  on 
page  3-39.)     Once  they  approve  and  sign  the  warrant,  it  is  sent  on  to 
the  treasurer  to  pay  the  bills.     The  most  common  warrants,  which  will  be 
discussed  below,  are  for  accounts  payable  (expenses)  or  for  payroll 
(wages).     However,  as  will  also  be  noted  below,  there  are  several  other 
special  types  of  warrants  that  are  used  with  less  frequency. 


Figure  1:     Six  Steps  in  Municipal  Cash  Disbursement 


Step  1: 
Approval  of 
expenses 
(bills, 
orders , 
drafts,  & 
payroll 
changes)  by 
authorized 
officials , 
councils,  & 
boards 


Step  2: 
Submission 
of  approved 
expenses  to 
the  to\m. 
accountant 


Step  3: 
Examination 
&  approval 
of  expenses 
by  town 
accountant 


Step  A: 
Preparation 
of  warrants 
by  town/city 
accountant 
to  draw 
money  from 
treasury  for 
pay  expenses 


Step  5: 
Approval  of 
warrants  by 
selectmen/ 
city 

council  or 
mavor 


Step  6: 
Payment  of 
expenses 
approved 
in  the 
warrant  by 
treasurer 


Accounts  Payable  or  Expense  Warrants 

The  procedure  involved  in  actually  writing  checks  once  a  warrant  has 
been  received  varies  among  cities  and  towns.     Whether  using  a  manual  or 
computer  system,  the  forms  must  be  authorized  by  the  bureau  of  accounts. 
The  treasurer's  office  usually  prepares  the  checks  to  be  signed  and 
issued.     A  check  register  is  kept  to  record  all  disbursements.  This 
register  is  reconciled  with  outstanding  bank  balances.     Whether  a  check 
is  written  for  each  individual  voucher  or  batch  vouchers  to  the  same 
vendor  using  one  check,  a  clear  record  must  be  kept  showing  who  was 
paid,   the  amount  of  the  check,  the  warrant  and  voucher  numbers,  the  date 
of  payment,  and  the  check  number. 

In  some  cities  and  towns  where  the  town  accountant  or  city  auditor 
utilizes  a  computer  system,  the  checks  could  be  printed  by  the  town 
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accountant  at  the  same  time  the  warrant  is  prepared.     If  this  situation 
occurs,  the  treasurer  should  verify  the  information  on  the  checks  to 
supporting  data,  as  he/she  is  the  person  responsible  for  the  issuance  of 
the  checks. 

From  a  cash  management  standpoint,  disbursements  should  be  timed  so 
that  they  remove  cash  from  the  treasury  only  at  the  last  possible 
moment-     This  desire,  however,  must  be  tempered  by  the  need  to  conduct 
business  in  a  fair  and  equitable  fashion  consistent  with  local  custom. 
Unhappy  vendors  may  raise  prices,  perform  poorly,  or  use  up  the  comp- 
troller's staff  time  in  answering  complaints. 

The  treasurer  and  the  town  accountant  or  city  auditor  should  work 
together  with  all  major  spending  departments  of  the  municipality,  such 
as  the  school  department,  police  department,  fire  department,  and  the 
public  works  department  in  the  scheduling  of  warrant  pa3mients  to  ensure 
better  cash  management.     The  treasurer  can  practice  some  good  public 
relations  and  gain  valuable  information  in  terras  of  planning  disburse- 
ments . 

The  form  on  page  3-41  is  an  example  of  a  form  that  could  be  sent  to 
department  heads  requesting  them  to  forecast,  on  a  quarterly  basis, 
expenditures  for  each  month, 

A  system  of  "aging  payables"  can  improve  disbursement  control.  As 
invoices  are  received,   they  should  be  briefly  analyzed  and  a  payment 
date  affixed.     They  can  then  be  filed  by  payment  date,  and  disbursements 
are  made  on  those  dates.     Some  factors  affecting  the  payment  date  are: 
the  discounts  available,  the  standard  policies  for  handling  different 
types  of  invoices,   the  past  history  of  the  vendor  for  requiring  rapid 
payment,  and  the  method  by  which  the  payment  will  be  made  (e.g.,  mail  or 
pick  up).     Discounts  may  result  in  significant  savings. 

If   these  procedures  could  be  worked  out  between  the  town  accountant/ 
city  auditor  and  treasurer  prior  to  the  preparation  of  the  warrant,  it 
would  alleviate  a  possible  cash  flow  problem  and  enable  the  treasurer  to 
keep  funds  invested  for  a  longer  period  of  time,  maximizing  interest 
revenue  to  the  municipality. 

Payroll  Warrant 

\  A  payroll  warrant  is  issued  in  the  same  manner  as  an  accounts  payable 

or  expense  warrant,  showing  who  receives  payment,  how  much  was  paid,  the 
voucher  numbers,  the  accounts  charged,  and  the  gross  amount  of  the  pay- 
roll (see  page  3-43).     The  treasurer  should  make  sure  all  background 
forms  and  procedures  have  been  complied  with  before  an  employee  appears 
on  a  warrant  for  payment  of  wages.     A  more  complete  explanation  of  the 
conversion  of  a  gross  payroll  warrant  is  found  in  Chapter  7. 
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Special  Warrants 


Payments  from  certain  funds  may  be  submitted  on  a  special  warrant  or 
separate  warrants.     Common  special  warrants  are  those  disbursing  funds 
from  and  for  the  following  purposes: 

1.  Federal  revenue  sharing  funds 

2.  Enterprise  funds  (water,  sewer,  electric  departments) 

3.  Trust  funds  including  stabilization  and  conservation  funds 

4.  Retirement  funds 

5.  Capital  projects 

6.  Investments  after  the  close  of  the  weekly  warrant 

7.  State  or  federal  grants 

8.  Agency  funds 

Under  the  UMAS  system,   these  fund  disbursements  are  usually  included 
on  the  accounts  payable  or  payroll  warrant  but  designated  by  fund  number 
(see  page  3-43). 

SUPPORTING  DOCUMENTATION  FOR  CASH  BOOK 

Documentation  that  supports  receipts  should  be  retained  in  either  a 
file  or  loose-leaf  book  indexed  to  the  cash  book.     Such  documentation  is 
especially  important  for  receipts  received  directly  from  federal  and 
state  agencies  and  other  miscellaneous  sources.     Some  types  of  documen- 
tation include: 

1.  Schedule  of  Turnovers  to  the  Treasurer  (AD  Form  7  or  AD  Form  9). 
These  will  be  received  from  departments  that  collect  revenues. 
The  amounts  listed  should  be  verified,  and  a  receipted  copy 
returned  to  the  department. 

2.  Check  stubs.     The  treasurer  should  be  sure  to  keep  reconciled 
bank  statements,  outstanding  check  lists,  and  cancelled  (and 
voided)  checks  in  numerical  sequence. 

3.  Letters  of  transmittal. 

4.  Deposit  slips  that  support  deposits  should  be  retained.  These 
are  usually  duplicate  copies  that  show  in  detail  the  amounts 
deposited  and  provide  a  trail  back  to  the  total  deposit  and 
individual  recorded  receipts  in  the  cash  book.     Detail  may  be  an 
actual  listing  of  payees  with  the  amount  of  the  check  or  currency 
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or,  in  larger  communities,  an  adding  machine  tape  that  proves  the 
total  deposit,  provided  that  this  tape  is  directly  traceable  to 
cash  book  entries. 

5.  Warrants  should  be  retained  in  a  separate  binder. 

6.  Receipt  books  are  usually  bound  books  with  prenumbered  receipts 
in  them.     They  are  often  used  by  the  treasurer  for  recording 
miscellaneous  receipts  that  are  collected  over  the  counter,  and 
would  be  prepared  for  anything  collected  that  did  not  have  any 
other  documentation  substantiating  reason  for  collection. 

The  documentation  is  essential  for  a  good  audit  trail,  not  only  for 
the  treasurer,  but  for  anyone  who  might  audit  your  community.     A  poor 
audit  trail  in  any  department  could  be  very  costly  to  a  municipality 
when  an  audit  is  performed  because  of  the  additional  time  required  to 
verify  transactions  and  complete  the  work. 

CLASSIFICATION  BOOK  OR  WORKSHEET 

It  Is  a  good  practice  for  the  treasurer  to  keep  a  classification  book 
or  worksheet  that  will  provide  detailed  breakdown  of  amounts  posted  to 
the  cash  book.     The  book  or  worksheet  should  be  maintained  dally  or  at 
least  weekly.     This  specific  information  will  be  helpful  when  completing 
reports  such  as  the  Schedule  of  Treasurer's  Receipts  and  the  annual 
reports . 

The  classification  book  or  worksheet  should  be  set  up  and  maintained 
in  a  manner  that  would  not  only  aid  the  treasurer  in  preparing  the 
Schedule  of  Treasurer's  Receipts  submitted  to  the  town  accountant  or 
city  auditor  but  would  also  be  helpful  in  the  preparation  of  Schedule  A, 
submitted  to  the  Bureau  of  Accounts,  especially  since  if  the  treasurer 
is  serving  as  the  town's  accounting  officer,  he  or  she  would  be  respon- 
sible for  preparing  this  report. 

REQUIRED  REPORTS 

REPORTING  FROM  THE  CASH  BOOK 

As  has  been  stated  before,  the  cash  book  is  the  treasurer's  source 
book  of  original  entry.     It  is  a  required  permanent  record  of  receipts, 
disbursements,  and  reconciliation.     All  of  the  reports  that  the  treas- 
urer must  make,  either  to  internal  departments  or  external  agencies,  can 
be  prepared  from  the  cash  book. 

1.     Schedule  of  Treasurer's  Receipts.     This  most  frequent  and  impor- 
tant report  is  sent  to  the  town  accountant/ci ty  auditor  on  AD  Form  IILL 
(see  page  3-35).     The  schedule  of  treasurer's  receipts  should  be  com- 
pleted weekly  in  municipalities  with  substantial  volume,  but  may  be 
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completed  monthly  in  smaller  towns.     The  information  must  be  detailed  to 
show  from  whom  payment  was  received,   the  type,  and  the  amount  of  the 
receipt.     A.1 1  receipts  of  the  same  type  should  be  combined  so  that,  for 
example,  all  1984  real  estate  taxes,  even  though  received  daily,  will  be 
reported  as  one  amount,  etc.     Some  receipts  (such  as  Cherry  Sheet 
receipts  and  other  grants)  should  not  be  summarized.     When  in  doubt, 
talk  to  the  accountant  about  how  to  report  a  particular  item.     It  is 
usually  best  to  report  in  more  detail  rather  than  less. 

2.  Quarterly  Report  of  Reconciliation  of  Treasurer's  Cash.  This 
report  is  one  of  the  most  important  external  reports  required  by  the 
Bureau  o*"  Accounts.     The  required  information  can  be  copied  directly 
from  the  listing  of  reconciled  bank  accounts  included  in  the  cash  book 
reconciliation  at  the  end  of  September,  December,  March,  and  June.  The 
accounting  officer  must  complete  part  two  of  this  report.     The  timely 
completion  and  filing  of  this  report  is  essential  (45  days  after  the 
quarter  is  allowed)   to  avoid  the  enforcement  procedures  detailed  on  page 
3  of  the  sample  report  (see  pages  3-45  -  3-48). 

3.  Cash  Management  Achievement  Report.     This  report  must  be  filed 
annually  with  the  Bureau  of  Accounts.     The  filing  deadline  and  reporting 
format  may  vary  slightly  from  year  to  year.     A  detailed  instruction 
booklet  is  always  forwarded  along  with  the  report.     A  copy  of  the  most 
recent  form  and  instructions  are  included  on  pages  3-49  -  3-50. 

These  are  the  primary  reports  prepared  from  the  cash  book.     From  time 
to  time,  other  reports  may  be  required  for  governmental  agencies  or 
internal  departments.     The  cash  book  should  provide  all  the  receipt 
information  a  treasurer  will  need.     Accurate  and  timely  reporting  is 
essential  to  managing  cash.     It  provides  essential  information  for  the 
entire  governmental  unit. 

BANK  LEDGER  (MASTER  CHECK  REGISTER) 

Municipalities  using  multiple  banks  and  a  variety  of  banking  services 
may  find  a  bank  ledger  helpful  in  keeping  track  of  daily  balances  and  in 
reconciling  total  cash  each  month.     A  bank  ledger  is  a  multiple  column 
book  with  a  separate  column  for  each  bank  account.     This  book  need  not 
be  bound.     Total  daily  deposits,  warrants  paid,  transfers  in  and  out,  or 
miscellaneous  debits  and  credits  are  posted  in  the  columns  for  the 
account  in  which  the  transaction  took  place.     The  cash  ledger  will  be  in 
agreement  with  the  cash  book  because  both  records  reflect  deposits  less 
total  warrants  paid.     Reconciled  bank  statements  which  reflect  outstand- 
ing checks,  deposits  in  transit,  and  other  timing  adjustments  will,  in 
total,  agree  with  both  records  also.     A  bank  ledger  provides  a  good 
trail  in  municipalities  where  daily  wire  transfers  of  funds  occur. 

In  place  of  a  bank  ledger,  some  municipalities  keep  a  daily  card  on 
each  bank  or  depository  that  contains  essentially  the  same  information: 
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deposits,  warrants  paid,  transfers,  etc.     The  total  of  the  balances  on 
all  cards  should  equal  the  cash  book  balance. 

Whatever  form  the  treasurer  chooses,  this  ledger  is  an  important  tool 
providing  easily  traceable  documentation  of  investments  and  other  trans- 
actions duriag  the  course  of  the  month. 

(Please  see  the  sample  bank  ledger  on  page  3-51.) 

THE  CHECK  REGISTER 

A  check  register  is  a  book,  usually  loose-leaf,  that  lists  checks 
paid  in  numerical  sequence,  payees  and  amounts  paid,  deposits  made,  and 
month-end  balances.     Therefore,  a  separate  check  register  should  be 
maintained  for  each  checking  account.     Check  registers  may  be  produced 
as  part  of  the  electronic  data  processing  (EDP)  processing  of  warrants 
as  long  as  the  output  format  allows  for  the  manual  addition  of  deposits 
and  adjustments. 

The  check  register  is  the  primary  tool  used  in  preparing  the  out- 
standing check  list  necessary  to  reconcile  bank  statements  at  the  end  of 
each  month.     The  check  register  may  also  serve  as  a  control  over  the  use 
of  checks,  as  they  are  accounted  for  in  numerical  sequence.     (See  the 
sample  cash  register  on  page  3-53.) 

INVESTMEFfT  LOG 

An  investment  log  is  a  multiple  column  book,  either  looseleaf  or 
bound.     The  log  contains  information  such  as  the  date  and  amount  of  the 
investment,  name  of  bank,  date  and  amount  of  investment  matured,  etc. 
This  log  is  a  valuable  aid  for  the  treasurer  for  keeping  track  of 
investments.     It  is  recommended  that  a  separate  log  be  maintained  for 
Revenue  Sharing  investments.     (Please  see  the  Sample  Investment  Log  on 
page  3-55.) 

PREPARING  FOR  AN  AUDIT 

It  is  important  for  all  municipal  finance  officers  to  understand 
their  role  in  an  audit  conducted  by  independent  public  accountants. 
Communication  and  cooperation  between  the  staff  of  the  municipality  and 
the  audit  team  are  essential  for  the  effective  and  efficient  performance 
and  timely  completion  of  the  audit. 

In  preparing  for  an  audit,  a  treasurer  should  have  several  documents 
ready  for  the  auditors  to  review  during  the  course  of  their  work.  Some 
of  the  records  include: 
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•  an  organization  chart  of  the  treasurer's  office 

•  copies  of  job  descriptions  and  written  office  procedures 

•  a  list  of  investments  during  the  audit  period  and  at  the  audit  date 

•  a  list  of  all  bank  accounts  and  their  balances  at  the  audit  date 

•  bank  reconciliations  and  cash  books 

The  treasurer  should  be  prepared  to  present  these  and  any  other  docu- 
ments related  to  the  financial  activities  of  his/her  office  to  the 
auditors  when  they  begin  their  work. 

Once  the  auditors  do  begin  their  work,  they  will  perform  a  certain 
number  of  functions  In  a  given  sequence.  This  sequence  and  the  indi- 
vidual functions  vary  little  from  audit  to  audit. 

INTERNAL  CONTROL  REVIEW 

The  first  function  normally  performed  by  an  auditor  Is  a  review  of 
Internal  control.     This  review  Is  required  by  generally  accepted  audit- 
ing standards.     "Internal  control"  comprises  the  plan  of  organization 
and  all  of  the  coordinate  methods  and  measures  adopted  within  a  business 
to  safeguard  Its  assets,  check  the  accuracy  and  reliability  of  Its 
accounting  data,  promote  operational  efficiency,  and  encourage  adherence 
to  prescribed  managerial  policies.     The  internal  control  system  is, 
basically,   the  system  for  conducting  the  town's  business  and  the  safe- 
guards for  ensuring  that  transactions  are  properly  authorized  and 
accurately  performed.     Since  the  treasury  function  Is  so  Important  in 
the  overall  financial  system,  a  significant  amount  of  time  will  be 
devoted  to  this  area. 

There  are  Four  phases  of  an  Internal  control  review: 

1.  documentation  of  the  system; 

2.  preliminary  review  of  the  system; 

3.  testing  to  ensure  transactions  are  performed  In  compliance  with 
the  system;  and 

4.  final  evaluation  of  the  system. 

Documentation.     During  the  first  phase  of  the  Internal  control  re- 
view, the  auditors  will  develop  workpapers  to  give  them  a  basic  under- 
standing of  the  treasury  system.     In  other  words,  they  will  get  to  know 
how  the  treasurer  does  business.     These  workpapers  are  also  compiled  to 
ensure  that  there  is  adequate  evidence  in  the  workpapers  that  the  audit 
was  performed  in  accordance  with  auditing  standards. 
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The  workpapers  consist  of  flow  charts,  written  narratives,  copies  of 
forms,  and  other  documentation  of  the  accounting  system.     The  auditors 
will  need  organization  charts,  forms,  job  descriptions,  procedures 
manuals,  and  other  such  documents.     The  auditors  will  also  conduct  many 
interviews  of  staff  involved  in  accounting  procedures  and  will  ask 
questions  as  to  how  bills  are  paid,  how  taxes  are  collected,  etc.  The 
treasurer  may  find  the  auditors'  flow  charts  and  other  system  documen- 
tation useful  in  his  or  her  work.     If  a  treasurer  requests  copies,  the 
auditors  usually  willingly  provide  them. 

Preliminary  Review.     Once  the  auditors  have  completed  documentation 
and  believe  they  understand  the  system,  a  preliminary  review  or  evalua- 
tion will  be  performed.     The  auditors  will  determine  whether  the  system 
as  it  exists,  if  actually  used  by  the  town,  contains  sufficient  safe- 
guards.    If  the  auditors  conclude  they  can  rely  on  the  system,  they  are 
able  to  reduce  the  amount  of  other  audit  work  that  needs  to  be  per- 
formed;  if  the  auditors  conclude  they  cannot  rely  on  the  system,  the 
auditors  must  expand  the  amount  of  other  audit  work. 

One  key  element  in  internal  control  is  the  segregation  of  functions 
and  duties.     If  duties  of  various  kinds  are  performed  by  different 
individuals,   the  auditors  will  know  that  the  chance  of  a  problem  being 
undetected  will  be  minimized.     For  example,  if  a  department  head  places 
people  on  the  payroll,  submits  weekly  time  sheets,  then  receives  the 
employees'   pay  checks,  there  is  a  possibility  that  the  department  head 
could  place  a  fictitious  employee  on  the  payroll  and  then  cash  the 
checks.     In  this  situation,  the  auditors  might  conclude  that  to  elimi- 
nate the  possibility  that  this  is  happening,   the  auditors  will  distri- 
bute the  pay  checks  for  one  pay  period  and  require  appropriate  documen- 
tation (for  example,  a  driver's  license)  that  the  employee  is,  in  fact, 
the  person  who  should  receive  the  check.     If,  on  the  other  hand,  per- 
sonnel records  are  maintained  by  another  office  and  checks  are  mailed 
directly  to  the  employees'  homes,  the  auditors  would  not  have  to  hand 
out  the  pay  checks. 

At  the  time  of  this  preliminary  review,  the  auditors  will  start  to 
compile  comments  for  the  management  letter.     It  is  quite  appropriate  for 
the  treasurer  to  ask  the  auditor  for  any  comments  on  the  system.  This 
will  provide  the  opportunity  to  initiate  corrective  action  during  the 
audit.     Except  when  there  are  no  comments  at  all,  nothing  looks  better 
in  the  management  letter  than  the  statement,  "The  town  official  respon- 
sible has  already  implemented  corrective  action." 

Compliance  Testing.     If  the  auditors  conclude  that  they  can  rely  on 
the  system,   the  next  step  is  to  ensure  that  the  system  actually  is  being 
used.     This  step  is  called  "compliance  testing."    This  involves  taking 
samples  of  transactions  (normally  a  statistical  sample)  and  reviewing 
the  documents  which  were  involved  in  these  transactions  (i.e.,  warrants, 
invoices,  cancelled  checks,  and  time  and  attendance  records).     If  the 
system  requires  the  signature  of  selectmen  on  the  warrant,  the  auditors 
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will  check  to  see  that  warrants  have  been  signed.     The  auditors  will 
check  to  see  that  invoices  are  mathematically  accurate  and  that  a  pur- 
chase order  was  properly  approved,  where  applicable.     The  auditors  will 
also  review  the  postings  in  the  general  ledger  and  other  ledgers,  from 
cash  books  and  journals,  and  review  the  recording  of  documents  in  the 
journals.     The  minutes  of  town  meetings  will  be  reviewed  to  ensure  that 
financial  articles  have  been  properly  recorded. 

Final  Evaluation.     Once  the  auditors  have  completed  their  compliance 
tests  associated  with  internal  control,  they  will  make  a  final  evalua- 
tion.    This  evaluation  will  determine  whether  the  procedures  of  the 
system  are  being  followed.     If  so,  the  auditor  can  reduce  the  amount  of 
other  audit  work.     This  decision  is  important  to  the  town  because  the 
audit  fee  charged  is  directly  related  to  the  number  of  hours  it  takes  to 
perform  the  audit.     If  the  town  does  not  have  adequate  procedures  or  is 
not  following  them,  the  audit  will  cost  more,  if  not  for  this  audit,  for 
the  next  one.     Therefore,  it  is  important  for  the  town  to  have  adequate 
internal  control  procedures  and  to  follow  these  procedures. 

SUBSTANTIVE  OR  VALIDATION  TESTS 

After  the  review  of  internal  control,  the  auditor  will  develop  an 
audit  program  to  perform  substantive  or  validation  tests.     The  tests 
involve  obtaining  independent  verification  of  bank  account  balances, 
reviewing  legal  documents,  performing  various  analyses,  and  requesting 
management  and  legal  representation  letters.     A  written  program  is 
required  by  generally  accepted  auditing  standards,  and  is  therefore 
retained  in  the  auditors'  workingpapers .     To  assist  the  auditor  and 
avoid  any  costly  delays,  a  list  of  all  bank  accounts,  with  the  account 
numbers  and  balances  on  the  audit  date,  should  be  prepared  by  the  town 
and  given  to  the  auditor  at  the  start  of  the  audit. 

Substantive  or  validation  testing  involves  reconciling  a  document 
prepared  by  an  external  organization  to  the  town's  records  to  ensure  the 
accuracy  of  the  records.     One  normal  substantive  test  is  reconciling  the 
town's  cash  account  to  a  bank  statement  sent  directly  to  the  auditor 
from  the  bank.     Auditors  normally  prefer  receiving  the  bank  statement 
directly  from  the  bank  because  there  have  been  instances  where  a  bank 
statement  received  by  a  client  (the  town)  has  been  altered  to  conceal 
unauthorized  transactions. 

The  auditor  will  also  request  a  standard  written  confirmation  with 
the  bank  statement.     On  this  confirmation,  the  bank  indicates  all  town 
bank  accounts,  their  account  numbers,  and  their  balances  on  the  audit 
date.     This  confirmation  ensures  that  the  auditor  is  aware  of  all  bank 
accounts  at  certain  banks. 

The  auditors  will  also  prepare  a  sample  of  individuals  and  firms 
owing  money  to  the  town  on  the  audit  date  and  will  send  a  statement  to 
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them  asking  them  to  verify  the  amount.     When  these  statements  are  re- 
ceived,  they  will  be  reviewed  by  the  auditors.     Any  discrepencies  will 
be  investigated.     The  purpose  of  this  test  is  to  ensure  that  the  balance 
of  outstanding  receivables  is  accurate.     A  similar  test  of  payables  is 
normally  performed. 

Other  substantive  tests  include  an  analysis  of  investments  and  review 
of  legal  documents  such  as  Insurance  policies,  debt  instruments,  and 
contracts.     During  this  phase,  the  auditors  will  also  perform  some  re- 
view of  records  for  the  period  after  the  audit  date  to  ensure  that  any 
subsequent  transactions  which  should  have  been  recorded  during  the  audit 
period  have  been  properly  handled. 

Once  the  detailed  testing  work  is  completed,  the  involvement  of  the 
treasurer's  office  and  the  interaction  with  the  auditors  will  be  limited 
to  resolving  any  discrepancies  or  major  Issues  which  the  auditor  has 
raised.     Usually,  at  this  point  the  audit  firm  does  most  of  the  communi- 
cating with  the  executive  branch  of  the  municipal  organization. 

The  major  point  to  remember  is  that  since  the  treasurer  and  his/her 
operations  are  a  major  focal  point  of  a  financial  audit  and  will  be 
under  much  scrutiny.  It  is  important  to  understand  the  audit  process  and 
to  maintain  up-to-date  and  accurate  records  of  all  financial  transac- 
tions which  have  occurred  during  the  period  of  audit. 

(Please  refer  to  IGR  86-101  on  pages  3-57  -  3-62  for  information  on 
federal  audit  requirements.) 


3-17 


I 


3-18 


L 


EXHIBIT 

SAMPLE  CASH  BOOK 


The  following  pages  are  an  example  of  a  Sample  Cash  Book.  Section  A 
deals  with  cash  receipts;  section  B,  cash  disbursements;  and  section  C, 
with  cash  reconciliations.  The  explanations  below  will  briefly  explain 
the  steps  shown  in  the  Cash  Book. 


A.  Cash  Receipts 


(A.l)     Beginning  balance — reconciled  balance  brought  forward  from  the 
previous  month. 

(A. 2)     Date — usually  the  date  of  receipt.     Sometimes,  as  in  the  case 
of  direct  deposit  of  state  receipts,  entry  in  cash  book  will 
be  a  day  or  two  after  the  date  of  receipt  in  bank  account. 
Use  both  date  of  entry  and  date  of  receipt  in  this  instance. 

(A. 3)     Sources — primary  sources  of  revenue  are  taxation  and  state 

receipts.  For  accurate  accounting  and  reporting,  the  source 
must  be  clearly  identified.  If  a  receipt  is  not  immediately 
identifiable,  record  and  deposit  it,  and  then  follow  up  on  it. 

(A. 4)     Amount  of  receipt. 

(A. 5)     Subtotal  amount. 

(A. 6)     Amount  of  deposit — when  deposits  to  more  than  one  bank  are 
made,   the  bank  should  be  identified. 


(A. 7)    Total  of  monthly  cash  receipts. 


B.   Cash  Disbursements 


(B.l)  Date  of  warrant. 
(B.2)    Warrant  number. 


(B.3)     Type  of  warrant--this  will  vary  with  each  community.  Some 

have  only  one  weekly  warrant  that  includes  all  expenditures, 
others  have  separate  warrants  for  payrolls,  revenue  sharing, 
investments,  community  development,  etc.     If  separate  cash 
books  are  maintained  by  fund,  the  treasurer  should  record  the 
warrant  in  the  cash  book  where  receipts  are  recorded. 


(B.4)     Check  series  used  on  warrant. 
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(B.5)    Amount  of  warrant. 

(B.6)    Total  of  monthly  warrants. 

Cash  Reconci liatton     (Refer  also  to  chapter  on  reconciliation) 

(C.l)     Bring  forward  the  month's  beginning  balance. 

(C.2)    Add  to  this  amount  the  total  receipts  for  the  current  month. 

(C.3)     Deduct  the  total  warrants  paid  during  the  month. 

(C.4)    Reconcile  bank,  statements  with  check  register  balance  (refer 
to  information  on  check  registers  in  this  chapter). 

(C.5)     List  all  banks,  account  numbers,  types  of  accounts,  reconciled 
cash  balances,  and  cash  on  hand.     Cash  on  hand  consists  of 
receipts  recorded  in  the  cash  book  in  the  current  month  but 
not  yet  deposited  to  the  bank.     The  total  of  this  list  should 
equal  the  total  cash  book  balance  and  the  general  ledger  cash 
balance. 
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SAMPLE  CASH  BOOK 
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SAMPLE  CASK  BOOK 


A.  Receipts 


3-03-8_ 
3-04-8 


3-09-8 
3-10-8' 


3-ll-8_ 
3-16-8_ 
3-19-8 


Real  Estate 
Personal  Property 
Real  Estate 
Real  Estate 
Personal  Prouertv 


(A. 2)  (A. 3) 

(A.l)  BEGINNING  BALANCE 

3-02-8_  Tax  Collector's  Turnover  #18 
1986 
1986 
1985 
1984 
1984 
Interest 
Demands 

1986  Motor  Vehicle  Excise 
1985  Motor  Vehicle  Excise 
1984  Motor  Vehicle  Excise 
1983  Motor  Vehicle  Excise 
Interest 
Demands 

Building  Permits 
School  Lunch  Receipts 
Dog  Licenses 
Health  Permits 
Parking  Meter  Receipts 
Police-Off  Duty  Special 

Details 
Council  on  Aging  Donations 
Water  Rates 

U.S.  Treasury-EPA-Downtown 

Sewer 
Court  Fines-April 
Interest  Eamed-April 
Long  Shore  Savings 
Commonwealth  of  Mass.- 

C.S.  11  Coapter  577 
Federal  Withholding 
State  Withholding 
Retirement 
Group  Insurance 


(A. 4) 

Amount 


i  146,231.19  t 
49,786.15 
31.001.26 
10,936.98 
156. 6C 
456.38 
64.00 
58,422.21 
16,992.20 
7,591.90 
4,206.15 
671.86 
186.00 
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3-30-8 
3-31-8" 


Tax  Collector's  Turnover  #19 
1986  Real  Estate 
1986  Personal  Property 
1986  Motor  Vehicle  Excise 

Interest  Eamed-March-CBI 
Building  Permits 
Telephone  Commissions 


1,374.93 
1,541.25 
703.62 
75.20 


126,075.93 
49,200.51 
16.659.64 


(A.5) 

Total 


326,702.88 
834.00 

3,416.52 
432.32 
118.00 

2,654.74 

1,943.75 
421.05 
15,436.09 

98,254.20 
1,986.00 

536.32 

52,838.00 


3,695.00 


191,936.08 
508.45 
4,800.00 
60.47 


(A. 6) 
Deposit 
$  804,479.17 


3-2-8- 
326,702.88 


3-4-8- 
9,820.38 

3-10-8- 
113,690.29 

3-11-8- 
1,986.00 


3-20-3- 
3,695.00 


3-28-8- 
191,936.08 


(A. 7) 


TOTAL  RECEIPTS 


706,573.87 
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SA.MPLE  CASH  BOOK 
B.  Disbursements 


(B.l) 

CB.2) 

CB.3) 

(B.4) 

(B.5) 

4-02-86 

W33 

Vendor  Warrant 

Cki? 

11245' 

-11294  i 

i  48,739 

.16 

4-06-86 

P24 

Payroll  Warrant 

Ck)? 

16901- 

-17122 

194,621 

.19 

4-09-66 

W34 

Vendor  Warrant 

Ck2? 

11294- 

-11391 

116.988 

.75 

4-16-86 

W35 

Vendor  Warrant 

Ck^ 

11391- 

-11413 

63,902 

.42 

4-20-86 

P25 

Payroll  Warrant 

Ck£- 

17122- 

-17259 

210.111 

.8C 

4-25-86 

W36 

Vendor  Warrant 

OaV 

11414- 

-11496 

85.563 

.22 

4-25-86 

RS12 

Revenue  Sharing  Wt 

756-7^ 

81 

21.746 

.50 

(B.6)  741,673.04 


C.     Cash  Reconciliation 


Cash  Receipts  Book 

(C.I)  Cash  balance  April  1,  198- 
(C.2)  Total  cash  receipts    April  198- 
(C.3)  Total  treasurer's  warrants  April  198- 

Cash  balance  April  30,  198- 


t  804,479.12 
706,573.87 
(741.673.04) 

i  769.379.95 


Cash  in  banks  (per  bank  register)  and  on  hand 

(C.5)  First  checking  ifOl  checking 

Second  checking  ^02  Revenue  Sharing 
First  commercial  11*03  CMIA 
Second  commercial  #04  CMIA 

Total  cash  in  banks  April  30,  198_ 
Cash  on  hand  April  30",  19 8_ 
Cash  on  hand  in  banks  and 
on  hand  April  30,  198_ 

General  ledger  cash  balance 
April  30,  198 


i  1,432.95 
20,182.51 
65,698.17 
677,205.85 

764,519.48 
4,860.47 

i  769.379.95 


$  769.379.95 
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A.  D.  Form  7 


Town  of  Dana 


No. 


SCHEDULE  OF  TAX  COLLECTOR'S  PAYMENTS  TO  TREASURER 


Date  July  29, 


19  85 


FOR  WHAT 


Taxes  -  Personal 

-  Real  Estate 

Motor  Vehicle  Excise 
Special  Assessments  - 

-  Particular  Sewer 
-  Committed  Interest 

Interest  -  Taxes 

-  Real  Estate 

-  Excise 


Costs 

-  Lien  Certificates 
Total 


19.  ...84 


88 


88 


38 


38 


19...8.5 


54 
3,660 

12, 541 

164 
78 


257 

13 

131 

45_ 

222 

00 

334 

00 

17,445 

03 

32 
92 

73 

51 
96 


19 


19 


REMARKS 


4110 
4120 

4150,  4151 

4750 
4173 


4171 
4172 


4179 
4380 


Massachusetts  Correctional  Industries 


Dana 


.Mass.,  MyJL.  19.85. 


Na  

To  the  CoJUctoK 

Received  of  ^^l^X.  '  •  . ...C.oggi.ps  ,  Colleaor,  the  sum 

for  the  week   ending  My...26,....l 985  ,  for 

collections,  as  per  schedule  of  this  date,  filed  in  my  office.  H 


C  i 


Treasurer 
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A  D   Form  9 

Town  of  Dana 

CiTv    OR  TOWN 

^  SCHEDULE  OF  DEPARTMENTAL  PAYMENTS  TO  I  Rl  ASI  RI  R 

V„      1-85  T-)pp^    Board  of  Health   y^^^^       August  5,   85 


FROM  WHOM 



SOURCE 

AMOUNT 

TOTAL 

1 

E.T.M.  Corp 

Swimming  Pool 

100 

00 

j 

Miriad  Inc. 

Milk  &  Retail 

12 

00 

Fred  Carvalho 

Const.  Permit 

20 

00 

J  

-i  

Peter  MacFarlane 

Dumpster 

20 



00 

i 

1 

Samuel  A.  Hurwitz 

Septic 

20 

00 

Rockwell  Amusement 

Mobile  Food  (5) 

100 

00 

1 

William  J .  Moran 

Disposal  Work  Permit 

20 

00 

Salem  Food 

Milk  fl)  Retail  (1)  Food  Est.  (1) 

32 

00 

324 

00 

1 

! 

—  



1  , 

i 

1 

 1 

i 

j  

i 
1 

1  1 

i 

1 

j 
i 

1 
1 

i 

1 

No.  1-85  

To  the  Departmental  Officer  making  the  Payment: 

Received  of          Anthony  W.  Venl 
Three  Hundred  Twenty-Four  

for  the         period  ending 

collections  as  per  schedule  of  this  date,  filed  in  my  office 

Form  988  ho3bs  &  warren,  inc  . 


 August  5,  19  85 

/Health  Agent  ,  iiu-  sum  of 

Dollars, 

August  5,  1985  for 


Trc  uurer. 
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A.  D.  Form  10 


Town  of  Dana 

CITY    OR  TOWN 


No. 


SCHEDULE  OF  DEPARTMENTAL  PAYMENTS  TO  TREASURER 

Date  August  5,  


FROM  WHOM 


Dept.  Board  of  Health 

SOURCE 


E.  T.  M.Corp 
Miriad  Inc. 
Fred  Carvalho 
Peter  MacFarlane 
Samuel  A.  Hurwitz 
Rockwell  Amusement 
William  J.  Moran 
Salem  Food 


 19  85. 


Swimming  Pool 
Milk  &  Retail 
Const.  Permit 
Dumpster 
Septic 

Mobile  Food  (5) 

Disposal  Work  Permit 

Milk  (1)  Retail  (1)  Food  Est.(l) 


AMOUNT 


- 

100 

00  ' 

12 

00 ; 

20 

00  , 

20 

00  : 

20 

00 

100 

00  ! 

20 

00 

32 

00  i 

TOTAL 


324  00 


THE  COMMONWEALTH  OP  M«SE=;h.S= — S    DiP*f.TMELNT  CF  CO^POPATIONS  AND  TAXATION.  BUREAU  OF  ACCOUNTS 


To  the  Accounting  O  "icer: 

The  above  is  a  detailed  list  of  moneys  collected  by  me,  amounting  in  the  aggregate  to 
   Three  Hundred  Twenty  Four  — 11""J)ollai3, 

for  the    ending     ,  which 

I  have  paid  to  the  Treasurer,  whose  receipt  I  hold  therefor. 

3-70  ...  ( 
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The  Commonwe/vlth  of  MAsr.ACMi'^^LriF 
DEr'ARTMEr\iT  OF  RRVENUE 
Division  or  Local  Scin-iCLF 


Bl!Rf-AU  or  ACCOlMJT'o 
JNI'OHIIATJ'SHAL 

VfUbjer.  I:  : 


L  JOYCE  MAMPCKS 


EDWAHP  .»   con  INf,  JR 

DEPUTY  COMMISO'ONrn 


No  ,'i}'pirnpri;i1  3  or)  nee 
ps.sary  to  L-pr.r)H  res- 
titution MWijrdr,   to  • 
citior3  aii'l  iov.'iis  if 


Ch.  169  Of  the  Acts  of  1980  -  Ajne.^ids  Cli.  Sectiou 
Sumigai-j : 

This  Act  provides  an  additional  situation  in  wliich  sujiii;  not  iji 
excess  of  $5»000  received  by  an  officer  or  department  miuv  be 
used  without  a  specific  appro])riation.     Genercllj,  jncw^ys  re- 
ceived by  a  city,  to'.vn  or  district  officer  or  dcpartiDen t  must 
be  paid  directly  into  tiie  city,  toun  or  district  treasury  ?iDd 
any  subsequent  expenditure  of  this  nicncy  nrast  be  nutbor  ized  by 
specific  appropriation. 

G.L.  ,  Ch.  44,  Section  53»  clause  {2)  provides  that  sulis  net  in 
excess  of  $5»000  recovered  under  the  terms  of  a  fire  oi-  physicril 
dejQage  insui^ance  policy  could,  subsequent  to  deposit  in  the 
treasury,  be  used  by  the  officer  or  department  havijif;  control 
of  tlie  Insured  property  for  the  restoration  or  replacement  of 
such  property  without  specific  appropriation. 

Chapter  169  of  the  Acts  of  1930  provides  additionally  i  Jiat  sums 
not  in  excess  of  ^>5jOOO  paid  in  restitution  for  damage  done  to 
such  city,  town  or  district  pi-operty  and  received  by  tlie  officer 
or  department  having  control  of  the  damaged  property  7,mx ,  i^abr.c- 
quent  to  its  deposit  in  tlie  treasury  of  the  city  or  tcv/n,  be  use 
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Release  No.  80-4 


2 


for  the  restoration  and  replacement  of  the  damaged  propert;y 
without  a  specific  appropriation. 
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Iri    k.  ZS.ZKSOT 


The:  CoMNtoNv'v lalth  o"  N'assachl-: 
DEPARTMENT  0~  REVENUE 
Division        Lcca-  Setrvicce 


ETDV.  ARC  J   COLLINS  JR 
j,rt.;.'-»Y  CP'>'«>"SSION£'- 


BUREAU  OF  ACCOUNTS 
INFORr.-,ATIO.\A:_  GUIDELIN: 

5e-ic: 


Releiase  Nc. 


SL'EJCr^ 


I.  backgroi^:d 

This  IGR  informs  municipalities  of  the  recent  change  in  law  relating 
specifically  to  interest  earned  on  public  works  grants  and  clarifies  the 
Bureau's  position  on  the  general  treatment  of  grant  interest  earnings. 

Several  grant  programs  have  included  as  a  grant  condition  the 
requirement  that  interest  earned  on  grant  funds  become  part  of  the 
grant.  Although  the  amount  of  the  grant  may  be  expended  without 
appropriation  in  accordance  with  Chapter  AA,  Section  53A,  in  the  past  the 
Bureau  has  consistently  taken  the  position  that  Chapter  AA,  Section  53 
requires  that  all  interest  earned  from  Investment  of  city  or  town  funds 
be  paid  into  the  general  fund  and  not  be  expended  or  used  thereafter 
without  specific  appropriation. 

The  only  exception  to  this  general  rule  is  in  instances  where  there 
is  an  express  statutory  provision  as  part  of  a  grant  which  clearly 
stipulates  that  interest  earned  on  grant  funds  become  part  of  the  grant. 


II.     PUBLIC  WORXS  GRANTS t 

Effective  in  1986,  interest  earned  on  certain  grants  received  from 
the  Massachusetts  Department  of  Public  Works  may  now  be  expended  without 
further  appropriation  and  is  not  subject  to  the  requirements  of  Ch.AA, 
S.  53.  Chapter  811  of  the  Acts  of  1985,  which  became  effective  on 
January  13,  1986,  contains  a  specific  provision  (Section  30)  that  governs 
the  treatment  of  interest  earned  on  deposits  and  investments  of  certain 
public  works  grant  funds. 


FISCAL  SERVICES  SECTION  -  ^^^^  ^-  ^iarchurs,  Director  of  Acco^ints 

HAROLD  J.  REGAN.  jFu  Deputy  Director 
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Interest  Eanied  oa  Grants  (cont'd) 


A.  Use  of  Interest: 

Section  30  of  this  Act  requires  that  aH  interest  earned  on  any 
deposits  or  investments  of  grant  funds  be  used  without  further 
appropriation  for  the  purposes  that  the  grants  were  made  available. 

Grant  programs  affected  by  this  Act,  in  addition  to  those  found  in 
Chapter  811  Itself,  are  grants  received  under: 

Chapter  732  of  the  Acts  of  1981  (Chapter  90  Highway  Program) 

Chapter  335  of  the  Acts  of  1982  (Accelerated  Highway,  Bridge  and 
Economic  Development  Program) 

Chapter  637  of  the  Acts  of  1983  (Transportation  Development  and 
Improvement  Program) 

B.  Prior  Interest  Earned; 

This  section  also  applies  to  interest  earned  prior  to  the  effective 
date  of  this  act  and  still  available  for  expenditure.  Therefore,  any 
accumulated  interest  earnings  which  have  been  set  aside  for  program 
expenditures  may  continue  to  be  dedicated  to  these  programs. 

Further,  any  interest  earnings  on  these  grant  funds  which  have  been 
credited  to  estimated  receipts  or  revenue  accounts  during  the  current 
fiscal  year  should  be  transferred  back  to  these  grants. 

However,  grant  projects  which  were  completed,  final  reports  submitted 
to  the  Department  of  Public  Works,  and  earnings  closed  out  to 
unreserved  fund  balance  or  surplus  revenue  prior  to  July  1,  1985  are 
not  to  be  considered  as  available  and  therefore,  no  action  should  be 
taken. 


III.   INTEREST  EAR.MED  IN  OTHER  GRANT  PROGRAMS; 

As  a  further  point  of  clarification,  again,  it  has  been  the  Bureau's 
position  that  interest  earned  on  grants  must  be  transferred  to  the  general 
treasury  in  accordance  with  Ch.  44,  S.  53  unless  there  is  a  specific  statutory 
requirement  to  do  otherwise.  Such  a  process  does  not  however,  preclude  a 
aunicipali tv  froa  appropriating  an  anount  equal  to  the  interest  earned  on  any 
particular  grant  ro  conply  with  the  grants  ter^s  and  conditions  which  require 
i^rerest  eamings  to  be  returned  to  the  Cocuzonwealth. 

If  vou  have  any  questions  or  concerns  on  any  of  this  information,  please 
call  727-4^01. 
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n    Focnl  II  I  I 


SKKKT  Nt). 

9 


From 


TOWN    OF  DANA 
SCHEDULE  OF  TREASURER'S  RECIilPTS 

  to  


19. 


I  ROM  UIKIM 


Harriet  Wood 
Police  Department 
District  Court 

ii 

:  Treasurer 

r 

I'  Selectmen  Department 
11  Building  Department 
i  Health  Department 


Collector 


li 


Collector 


Longshore  trust 
CBI 

Commonwealth 
U.S.  Government 
School  Department 


Council  on  Aging  Donation 

Parking  Meter 
Off  Duty  Detail 

Court  Fines 
Federal  withholding 
State  withholding 
Retirement 
Croup  insurance 

Telephone  commissions 

Building  permits 

Health  permits 

Water  rates 
Taxes  -  Real  198i| 

Personal  1984 

Personal  1986 

Real  1985 

Real  1986 
Motor  vehicle  excise  1981 
Motor  vehicle  excise  1986 
Motor  vehicle  excise  1985 
Motor  vehicle  excise  1983 
Interest  -  taxes 
Costs 

Interest 
Interest 

Ch.  577 

EPA  -  Downtown  sewer 
Lunch  receipts 


421 

05 

2,654 

74 

1,943 

75 

4,  598 

1,986 

00 

1,986 

1,  374 

93 

1,  541 

25 

703 

62 

75 

10 

3,695 

15, 436 
10, 936 
156 
98, 986 
31,001 
272, 307 
7,  591 
75,081 
16, 922 
4,  206 
1,  128 
250 

536 
508 

52,838 

98, 254 

3,416 


$706, 573 


5,634  00 


87 


60 
5,634 
118 
15,436 


1,044 
52,838 
98,254 

3,  416 


$706,573 


49 
00 


00, 

'*7, 

00 

00 

09 


518,638  96 


77 
00 
20 
52 
87 


'i-Z5 


3 
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TOWN  Q p_ _  DANA 


SCHEDULE   OF   DEPARTMENTAL   BILLS  PAYABLE 

To  the  Totr.i  AccoLUitaiit  or  Accuuntiug  Officer:  — 

The  following-named  bills  of  the  L^gal  Departmeni,  amounting 

in  the  aggregate  to  $-3.  315.  QQ  Dollars, 


and  yoB  are  requested  to 


have  been  approved  by  the  Bpard_of ^jectmen 

place  them  on  a  warrant  for  payment. 


Date_Ji:iiy  JL4._ 


19  -85 


Treasurer 


(rri'LE) 


NAME 

ADDRESS 

1 

i! 

AMOlN't  i 

lOTAf 

1        »^    D       r\  limn       ^  cr^ 

jonn  r.   L^uriii,  csi^. 

33 

Morton  Lane,  Dana, 

02222 

ii 

-f 

771  60 

Green    Dailv  &  Dailv 

12 

State  Street,  Dana, 

MA 

02222 

ii 

2,543  \  40  !i 

1 

! 

'. 

i 

1 

 i 



i 



1 

: 
1 

Ii 
1 

_  ii 

■  i 
M 

; 



1 

1 

i  ! 

_ 

-    -  i- 

 \ 

1 
i 

1  1 
i  ' 

-j-  - 

iT 
:i 

'1 

1 
1 

I 

i 

  -  ..... 

i 
1 

! 
1 

i  ; 

! 



! 

j 

 -i — 

—I 

! 

i 

1 

i 

1  1 

1  i 



i 
i 

— t 

; 

\ 

1  i 

j 

;i 

ii 



1 

'          t  1 

!  i 

I 
1 

1 

i 
1 

1  i 

!l 

--lu- 
ll 
1' 

   — r 

1 

i 

 1 

1  ■ 

:  'i 

i 

1 
1 

,  1-4 

i  ii 

_      _     .__                   I  _ii 

I 

 i 

! 

; 

! 

II 
i] 

1 

II 
i! 

!  i 

 r- 

1 

1-  — 

' — 

— ! — 1 

■  i 

1 
i 

i  il 

 , — 

1 

—■ : 

i 

1 

 , 

'  ii 

_  .  ____  1  i 

i 

-  — u 

i 

. 

1 
i 

1 

\  ! 

it 

II 

I 

i — 

1 

i  ' 



! 

.  - 

FORM   1005  H03SS  &  WARREN.  INC. 
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THE   COMMONWEALTH   OF  MASSACHUSETTS 

TOWN         OP  DANA 


TREASURY  WARRANT 


Accouniant's  or 
Voucher  No. 

NAME 

APPROPRIATION  OR  ACCOUNT 

A  MOIJN 

1000 

John  P.  Dunn,  Atty. 

151  -  Law  Account 

Town  Counsel  Fees 

771 
2,  543 

151  -  Legal,  Other  Fees 

1001 

Postmaster 

135  -  Town  Accountant 

Purchase  of  Services 

1002 

F.E.  Portland,  Inc. 

129  -  Construction  of 

Sidewalk     Lowell  St. 

1003 

Shawmut  Bank 

1160  -  Other  Short  Term 
Invest. 

■ 

j 





   - 



  1 



1 

1 

roi  i 

;  N'j. 

1 

239 

3,  315 

00 

240 

22 

;  00 

:  241 

42, 287 

.  38 

242 

50, 000 

,  00 

,  243 

Total  Miimbrr  of  shoffs  atfachi  (J 

..PAMA.  Mass.,  July  22,  85 


In  Tiir  Trhasurer  of  Trin  Town  of  PA.^*.^  

I\iy  lo  the  -several  persons  named  in  the  foiegoinp  Sdicdule  the  total  amount  set   ^lu.iiiisi   llvir   •  j 

ii.imc;.  aiiuninting  in  the  aggregate  to...Nj,ne.t.y...F.ive.. Thousand  Six  Hundred  Twenty  Four  and 

w  ■  100 
and  charge  each  item  to  the  appropriation  or  account  specified 


.|)^^xa.....Q 


I' I 

J  J  ci      o,                     """/^  M 1  HI  tn,  ltin\  A(       M  \  M  . , 
  orj/T  II  A(  ( (It  Nysc.  (iMn  1  fi  I!  ii  


Selectmen 

OF 


Form  I006   moebs4  warren  inc  ,  publishers 
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TOWN  OF  BURLINGTON 

NO 

Intar  office  Corr«tpondence 

F  ROM 


Town  Treasurer 


TO    All  Tepartmant  Heads 


SUBJECT      Three  Uonth  Caeh  Expenditures  Forecast 


I  have  initiated  a  cash  tnanafsment  Byatem  for  forecaatlnc 
receipts  and  expenditures  on  a  weekly  basis  for  three 
month  intervals.     I  aa  asking  that  all  I^epartment  Heads 
help  in  this  prograjD. 

Attached  is  the  form  to  be  filled  out  monthly  for  tne 
fcrecastint  of  each  departments  exper.i  i  tures  .  _   This  in- 
foriatior.  will  celp  me  invest  the  towri'9  excess  f'ontls  for 
longer  periods  of  time,  thus  yieldinr  greater  investment 
income.     It  can  also  be  ased  as  a  menagement  tool  in 
helping  plan  budgets  each  year.  • 

I  am  suggesting  these  forms  be  filled  out  monthly  and  be 
sent  to  the  Treasurer's  office  before  the  first  business 
day  of  eacn  montn.     Please  retain  one  copy  for  your  onr. 
records.     Tnis  will  be  discussed  at  tne  next  lepartmant 
Heads  meeting,  to  please  bring  forxs  and  questions  at 
that  time.     I  would  like  this  program  to  start  effective 
February  1,  1979. 

  .  .TOim  OP  BUELINGTOr; 

Three  Month  Cash  Expen(*lture  Forecast 

 ._.  .  /79  -    /79  Dejjt.i  .'.  . 


[Friday  _|; 
'week  ' 


Ending  ' 

6/8     .  . 
6/15  1_ 
6/22      ..  , 

6/29    ;  : 

Total 


.lExpenses  |   'Capital  I 

JOvtr  IK   [_    _  _|Ejcpen8e8 
'(Exc.  Salaries)   'Over  5K  I 


r 


Total 


[ Expenoea  ^ 


I 


7/6 
7/13 
7/20 
7/27 
To  tal 


I  I 


8/3 
8/10 

8/17 
8/24 
8/31 


Total 


Grand  Total; 


(5 
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A.  D.  Form  15 


THE  COMMONWEALTH  OF  MASSACHUSETTS 

TOWN  OF  DANA 


NAME  OF  CITY  OR  TOWN  OR  DISTRICT 


Sheet  No  

Warrant  No.  .  2.3   PAY  ROLL  OF  THF.  .Parks  DEPARTMEN  T 

From    April  1,.   19     86.  ..  to   Ap.riL  .l.tJ.,   19  ..8.&  

Schedule  of  Departmental  Payroll 


Hourly 
Daily 

Bi  WetLly 
•Smii- Monthly 
Moiilhly 
Ovtrlimt 
Vacalicn 
.Sick  iMve 


M^MF.  AND  TITLE 
OR  POSITION' 


DEDUCTIONS 


Retirement 
Fund 


Croup 
In9iiranc< 


BALANCE 
DUE 


re 5pecli\  c 

ck  numlirt 


sig'i-ij  acknowledge  to 
(he  «um9  set  acainsi 
;ign;tlurr4,  or  paid  by 
^tt  .T  -'nst  Ibe  item. 


William  Smith 
^  Caretaker-PT 


i  n 


4  Requires  departm 
and  is  verified  by 

5  and  placed  on  tre 


t  head 
accDun 


6 

7 
S 
9 
10 
11 
12 
13 
14 
13 
16 
17 
1< 
19 
20 
21 
22 
2:? 
24 
25 
26 
27 
28 
29 


Total 


3PR| 
(bnt 


roval 
auditor 


rra  it. 


Tre  as 
based 
over  Het 


21 


on  fia 
pay 


67 


31 


Icula 
y  'oll 


:es 


recD 


toll 


50 


10 


ded 
rds 


jct 
a 


80 


rd 


ons 
P 


328 


ys 


03 


1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 

i;i 

14 
15 
16 

17 
IS 
1!) 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 


Approved  for  $  '^SO.  00  Certification  is  hereby  made  under  the  penalties  of  perjury  that  the  slatenients  set  forth 

in  this  imyroll  arc  tnto  to  the  best  of  my  knowledge  and  belief. 


 Parks  

Department 


FORM   lOOJ     HOBtfS^  WARREN.  INC..  PUBLISHERS 
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Cicy  or  Tot.Ti  o£_ 


Dana 


or  Regional  School  Dlscrlcc_ 


  RETURN  TO:   Bureau  of  Accounts 

Department  of  Revenue 

  P.  0.   Box  /015 

Boston,  Mass.  02204 

QUARTERLY  REPORT  OF  RECONCILIATION  OF  TREASURER'S  CASH 

Period  Ending     March  31,  198  6 

PART  I: 

Cash  and  checks  in  office  $     175,  858.28 

BANK  ACCOUNTS  -  NON  INTEREST  BEAMING: 


BANK 


Bank  of  New  England,  NA 


Bank  of  Boston 


BALANCE  PER 
CHECK  REGISTER* 

$  10,013.31 

17,275.91 


National  Bank 


101.681. 61 


Total  Bank  Accounts  -  Non  Interest  Bearing         $  129,000.86 


BAiNK  ACCOUNTS  -  INTEREST  BEARING: 


State  Street  Bank  and  Trust 
Bank  of  New  England,  NA 

City  Bank 
Bank  of  Boston 
Grand  Bank 


National  Bank  -  General 
 -  Payroll 


Accounts  Payable 

MMDT  -  General  Fund  

-    Revenue  Sharing 
Medical  Claims 


BALANCE  PER 
SAVINGS  BOOK  & 
CHECK  REGISTER* 
11,107.30 
)  1.070.399.80 

1,608.06 
551,216.03 
11,885.03 
257,802.35 
 603.82 


'~    Arts  Lottery 
Total 


Bank  isocounts  - 


620.88 
.       1. 395. 113.77 
271,681.32 
529.690.73 
3  199. 33 
Interest  bearing 


nn'ESr.IENTS: 

Certificates  of  Deposit 

L'.  S.  Ireasur/  Bills 

Repurchase  Agreeaents 
MMDT  -  Light  Depreciation 

-  Light  Consumer  Deposits 

-  Light  Injuries  e  Damages 


1,089,671.69 
11 .390.00 
66, 386.17 


S  1, 105,588.12 


Total  Investments 


OTHER  CASH  ITE:-ISi 


S  1, 197, 151. 16 


total  -  Other  Cash  I  tans 

;?-»:.D  zoz.ij.  -  ALL  c.^sH  ::rvE3t:-tENTS 


3  5, 607,  901 . 72 


3-45 


-2- 

How  much  of  Che  "Total  Cash  and  Investments"  amount  at  the  bottom  of  Page  1 
is: 

a)  Investlble  $  ^.  105,588.t<2 

b)  Non-lnvestible  129,000.86 

Reason  for  (b) :         ^^'^  process  of  clearing  


I  hereby  certify  that  the  bank  statements  for  the  accounts  set 
forth  in  the  foregoing  schedule  have  been  reconciled  through  the  date  of  this 
report,   that  Che  cash  on  hand  and  other  Items  were  verified  by  actual  count, 
and  that  I  have  transmitted  this  form  Co  the  accounting  officer  for  his 
certification  of  PART  II. 


April  29,     1986  ^   . I      >  i  vJ     .> .    ^    ,<,\  '' 

Treasurer 

*  Attach  a  supplemental  schedule,  if  more  space  is  required 


PART  II: 

I  hereby  certify  that  the  foregoing  schedule,  setting  forth  the 
total  cash  in  the  custody  of  the  treasurer,  is  In  agreement  vlch  Che  general 
ledger  concrols  in  my  departmenC. 

 1986  ;,TX,.  .   

Accounclng  Officer 


If  Cha  Accounclng  Officer  does  noC  sign  PART  II  of  this  report,  it 
vlll  be  considered  as  a  non-reconclllaclon  of  treasurer's  cash;  therefore 
P.\RT  III  must  be  completed. 


3-A6 


PART  III: 

PLEASE  CHECK  APPROPRIATE  BLOCK 

1.  Efforts  are  being  made  to  reconcile  difference  as  set 
forth  below. 

2.  Other  reasons  or  extenuating  circtamstances  for  delinquency 
in  filing  this  report  as  set  forth  below. 


EXPLANATION: 


For  the  Period  Ending  198  ,  the  cash  balance  of 

as  per  the  ledger  is  S  ^ 


Accounting  Officer 

□  3.  Motif ication  in  writing  to  Bureau,  if  failure  of  others  to  act,  causes 
inability  of  treasurer  to  comply.     (Separate  letter  to  Bureau  with 
carbon  copies  to  appropriate  local  officials.) 


Timetable  for  Submission  and  Enforcement  of 
Quarterly  Report  of  Reconciliation  of  Treasurer's  Cash 
Action  at  End  of  Quarter; 

L.  Report  due  from  treasurer  43  days  after  end  of  quarter. 

2.  If  report  not  received  by  Bureau  of  Accounts  per  'W  above; 

letter  of  warning  to  treasurer  with  carbon  copy  to 

appropriate  local  authorities  granting  ten  days  from 

date  of  letter  for  receipt  of  report  by  Bureau.  (Letter  to 
be  sent  within  5  days) 

3.  Report  due  from  treasurer  following  granting  of  additional  days 

in  Step  2. 

4.  If  report  not  received  when  due  in  Step  3;  inmediate  notification 

to  surety  bonding  company  with  carbon  copy  to  appropriate 
local  authorities. 


**  Please  include  all  investments  in  cash  total 
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SAMPLE  CHECK  REGISTER 


FIRST  CHECKING  #  1 


Ck.  /'  Date 


11414 
15 
16 
17 
18 


3-15-8 
3-16-8" 


11391 
2 
3 
4 
5 
6 
7 
8 
9 

11400 
1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 


Balance 

Vendor  Warrant  35 

BJT  Construction  Co. 
Highlanders  Trucking 
Ogden  Hardware 
Lone  Star  Bookbinders 
Finetyme  Office  Supplies 
Division  Street  Pharmacy 
LoCot  Fire  Equipment  Co. 
MTO  Vending  Suppliers 
Cairn  Veterinary  Service 
Garbo  Disposal  Supplies 
Digital  Lasco  Co. 
Pixley  Lumber 
Canna  Fishco 
Sometyme  Tele 
HTM  &  Co. 

Round  Tree  Service 
Eraser  Developers 
Lincoln  Resouce 
Freetown  Mkt. 
Finnerty,  Lawson  etc. 
Locus  Testing  Corp. 
Harper  Blacktopping 
Lyman  Concrete 


3/16/8_    Transfer  In 

3/16/8_  Balance 
3/20/8_    Transfer  In 
3/24/8-  Balance 

3/25/8_    Vendor  Warrant  36 
Binco  Tire  Co. 
Hanson  Chemical  Corp. 
Lional  Movers 
Graphic  Distributors 
Ogden  Hardware 


Amount 


34,072.99 
1,420.00 
143.75 
539.85 
98.43 
54.90 
6,950.10 
282.50 
1,454.25 
4,255.55 
785.00 
1,879.24 
521.17 
81.50 
114.17 
461.92 
790.00 
24.10 
11.50 
190.18 
1,125.00 
7,479.25 
1,167.07 


2,098.00 
842.95 
241.88 

1,025.00 
210.25 


Deposit  Balance 

$  120,125.10 


63,902.42 


210,111.80 


(63,902.42) 


120,125.10 


330,236.90 
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Amount  of  Amount  of 
Investment  Int.  Received 
Matured      on  Investment 

200  00000  77778 
200  00000  81667 

200  00000  81667 


Town  of   

Investment  Log 


Purchase 
Date 


Bank 


Type  and 

Number  of  Interest 
Investment  Rate 


6-29-8_  First  Nat'l  Bank 

of  Boston  CD.  7794366 


6-29-8_  Shawmut  Bank    CD.  1123 

8-24-8_  First  Nat'l  Bank  Repurchase 

,  „    X  Aareement/ 
of  Boston  86B56 

2-  8-8_    Shawmut  Bank  CD./1448 

3-  17-8    Shawmut  Bank  CD./1488 


10.0 
10.5 

10.5 
8.0 
8.  375 


Amount 
Invested 


Date 
Matured 


200  00000  7-13-8_ 

200  00000  7-13-8 

200  00000  9-7-8_ 
500  00000 
200  00000 
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This  IGR  Informs  communities  of  changes  in  federal  audit  requirements  and 
provides  guidelines  to  determine  if  the  changes  impact  their  communities. 


I.  INTRODUCTION 

Until    the    present    time,    the    federal    government,    through    its  Revenue 
Sharing      Program,      required      communities      to      have      an      audit  conducted 
periodically.      Other    federal    grants    received    either   directly    or  Indirectly 
(through    a    state    agency)    had    various    audit    requirements    and    were  audited 
independently.     After  various  studies,   the  U.S.   Congress  concluded   that  these 
various    audit    requirements    resulted    in    a    duplication    of    audit    effort  and 
increased   audit   costs  nation-wide   for   the   federal   government.    Therefore,  on 
November  18,  1984,   the  Congress  passed  legislation,  known  as  the  Single  Audit 
Act    of    1984,    to    reduce    the   number    of    audits    required    for    major  federal 
grantees.    This    legislation    replaced    the    audit    requirements    for  individual 
grants    (including    Revenue    Sharing)    in    communities    receiving    over  ilOO,000 
annually    in    federal    funds    with    one    required    audit    for    all    grants.  In 
Massachusetts,  the  "Single  Audit"  is  effective  for  Fiscal  Year  1986. 


II.     THE  SINGLE  AUDIT  IN  BRIEF! 

1.  for  communities  receiving  over  ^100,000  annually  from  federal  grants 
received  either  directly  from  the  federal  government  or  indirectly 
through  a  state  agency,  a  single  audit  will  cover  all  federal  grants. 

2.  For  communities  receiving  between  t25,000  and  itlOO.OOO  in  federal 
funds,  the  community  has  the  option  of  either  conducting  a  single 
audit  of  all  federal  grants  or  complying  with  the  grant  audit 
requirements  of  individual  programs  -  including  the  present  Revenue 
Sharing  requirement. 

3.  For  communities  -receiving  under  $25,000  in  federal  funds,  there  is  no 
audit  requirement  but  the  community  must  maintain  adequate  accounting 
records. 


FISCAL  SERVICES  SECTION  -  A.  Marchurs,   Director  of  Accounts 

HAROLD  J.  REGAN.  J»u  Deputy  Director 
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III.  SINGLE  AUDIT  SUPERVISION: 


To  Implement  this  legislation,  the  Single  Audit  Act  required  that 
individual  federal  audit  agencies  be  designated  by  the  Federal  Office  of 
Management  and  Budget  to  supervise  the  audit  process  for  federal  grantees.  An 
agency  responsible  for  the  oversight  of  the  audit  of  an  individual  grantee  is 
known  as  the  grantee's  "Cognizant  Audit  Agency". 

At  present,  the  Office  of  Management  and  Budget  has  designated  individual 
cognizant  audit  agencies  for  twenty  of  Massachusetts  largest  communities.  For 
the  remaining  331  communities,  the  cognizant  audit  agency  will  be  the  agency 
providing  the  most  federal  grant  funds  to  the  community.  For  example,  if  a 
community  receives  in  FY'86  ^2, 000, 000  from  the  Environmental  Protection 
Agency,  $200,000  from  the  Department  of  Housing  and  Urban  Development  and 
$150,000  from  the  Office  of  Revenue  Sharing,  the  Environmental  Protection 
Agency  will  be  that  community's  cognizant  audit  agency. 


IV.     AUDIT  COSTS; 

Communities  can  anticipate  that  these  single  audits  may  cost  more  than 
the  previous  revenue  sharing  audits.  In  this  regard,  the  federal  legislation 
allows  the  community  to  recover  an  equitable  portion  of  this  additional  cost 
by  charging  its  grants  for  audit  costs  related  to  the  individual  grants. 

Charges  for  the  Fiscal  Year  1986  audit  may  be  provided  for  in  your  grant 
applications  for  Fiscal  1987  programs  either  as  a  direct  cost  or  an  allocated 
indirect  cost,  determined  in  accordance  with  the  provisions  of  O.M.B.  Circular 
A™B7,  "Cost  Principles  for  the  State  and  Local  Governments'*.  However,  if 
federal  funds  are  used  to  pay  for  the  audit,  the  audit  services  must  be 
competitively  procured  through  the  solicitation  of  bids  in  compliance  with 
federal  procurement  regulations. 


V.      AUDIT  PRXUREMENT  GUIDE; 

In  order  to  assist  communities  in  complying  with  these  revised  federal 
audit  requirements,  the  Bureau  of  Accounts  will  be  issuing  an  Audit 
Procurement  Guide  in  the  near  future.  This  guide  will  explain  the  detailed 
requirements  of  the  Single  Audit  Act,  and  provide  guidance  for  the  competitive 

procurement  of  an  audit. 

The  audit  is  to  be  conducted  in  accordance  with  the  latest  AICPA  auditing 
standards  for  State  and  local  government  organizations  and  also  in  accordance 
with  "Standards  for  Audit  of  Government  Organizations,  Programs,  Activities, 
and  Functions,  developed  by  the  Comptroller  General,  dated  February  27,  1981". 
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VI.  GUIDELINES: 


The  process  a  community  should  follow  to  Implement  the  new  requlements  is 
detailed  step  by  step  below: 

1.  Each  community  should  calculate  the  total  receipts  from  its  federal 
grants  for  Fiscal  Year  1986  to  determine  if  an  annual,  single  audit 
is  required. 

a.  If  the  community  has  received  over  $100,000  in  federal  grant  funds 
for  Fiscal  Year  1986,  an  annual,  single  audit  is  required. 

b.  If  the  community  has  received  between  $25,000  and  $100,000  in 
federal  grant  funds  for  Fiscal  Year  1986,  the  community  has  the 
option  of  either  procurring  a  single  audit  or  complying  with 
individual  grant  audit  requirements,  including  the  current  revenue 
sharing  requirement. 

c.  If  the  community  has  received  less  than  $25,000  in  federal  funds 
for  Fiscal  Year  1986,  the  community  is  not  required  to  have  an 
audit  but  must  maintain  adequate  accounting  records. 

2.  Once  the  community  determines  whether  a  single  audit  is  required  or, 
decides  to  have  an  Individual  audit,  the  community  should  determine 
If  It  will  use  federal  grant  funds  to  pay  for  the  audit. 

a.  If  the  community  decides  to  use  federal  funds  for  an  equitable 
share  of  the  audit  cost,  the  community  should  competitively  select 
an  audit  firm  to  perform  the  audit. 

b.  If  the  community  decides  not  to  use  federal  funds,  a  competitive 
procurement  is  not  required. 

3.  The  community  should  Identify  its  cognizant  audit  agency.  If  an 
agency  has  been  assigned  to  the  community  by  the  Federal  Office  of 
Management  and  Budget  (see  attached  list),  contact  the  cognizant 
agency  and  inform  it  of  your  determination  for  audit  coverage;  and 
identify  the  audit  firm  who  will  conduct  the  audit. 

4.  The  Municipal  Clerk  shoxild  forward  the  name  and  address  of  the  audit 
firm  to  the  Bureau  of  Accounts  in  accordance  with  Chapter  44,  Section 
42  of  the  Massachusetts  General  Laws;  and  identify  whether  the  audit 
is  a  federal  single  audit  or  a  revenue  sharing  audit. 

5.  Once  the  audit'  is  completed,  a  copy  of  the  report  must  be  sent  to  all 
federal  agencies  and  state  agencies  distributing  federal  funds  to  the 
community  within  30  days  of  the  completion  of  the  audit  but  not  later 
than  one  year  after  the  end  of  the  fiscal  year  audited. 

a.  A  copy  of  the  audit  report  (including  the  management  letter)  must 
be  sent  by  the  audit  firm  to  the  Bureau  of  Accounts  as  required  by 
the  Ch.  44 j  Sec.  42. 
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VI. Guidelines  (cont'd) 


5.  (cont'd) 

b.  A  copy  of  the  report  should  be  made  available  for  public 
inspection  within  30  days  after  the  completion  of  the  audit.  This 
copy  should  normally  be  filed  in  the  Clerk's  Office. 

c.  If  the  community  has  received  more  than  $100,000  in  federal  funds, 
a  copy  must  be  submitted  to  a  central  clearinghouse  administered 
by  the  U.S.  Bureau  of  the  Census.  We  will  distribute  the  address 
of  the  clearinghouse  as  soon  as  it  is  made  available. 

6.  The  audit  shall  cover  the  entire  organization  of  a  local  government 
or,  at  the  option  of  that  government;  it  may  cover  departments, 
agencies,  or  establishments  that  received,  expended,  or  otherwise 
administered  Federal  financial  assistance  during  the  year.  A  series 
of  audits  of  individual  departments,  agencies,  and  establishments  for 
the  same  fiscal  year  may  be  considered  a  single  audit.  However,  if 
the  community  receives  in  excess  of  $25,000  in  Revenue  Sharing  funds, 
an  audit  of  the  entire  community  must  be  conducted. 


VI.     OTHER  AUDITS; 

1.  A  Federal  or  State  Agency  shall  make  any  additional  audits  which  are 
necessary  to  carry  out  their  responsibilities  under  law  and 
regxilation.  These  audits  will  be  carried  out  in  such  a  way  as  to 
avoid  duplication.  The  cost  of  additional  auditing  procedures  will  be 
borne  by  the  agency. 

2.  A  State  Agency,  e.g.  Department  of  Education,  shall  continue  to 
conduct  audits  which  are  necessary  to  carry  out  its  responsibilities 
under  State  law  and  regulation  regarding  State  Aid,  grants,  and 
contracts. 

3.  The  provisions  of  the  Single  Audit  Act  do  not  authorize  any  local 
government  or  subrecipient  thereof  to  constrain  Federal  or  State 
agencies,  in  any  manner,  from  carrying  out  additional  audits. 
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COGNIZANT  AUUlT  AGLNCIES 
Massachusetts  Conununities 


Conmunity 
1.  Boston 


3. 
4. 
5. 
6. 
7. 


Brockton 

Cambridge 
Chicopee 
Fall  River 
Holyoke 
Lawrence 


8.  Lowell 

9 .  Lynn 

10.  Maiden 

11.  Medford 

12.  New  Bedford 

13.  Newton 

14.  Pittsfield 

15.  Quincy 

16.  Somerville 

17.  Springfield 

18.  Waltham 

19.  Worcester 

20.  Brookline 


Department 
Education 

Health  and  Hospitals 
Mayor's  Office 
Parks  and  Recreation 
Police 

Public  Works 

Community  Improvement 
Education 

All 

All 

All 

All 

Airport 

Community  Development 

Education 

Highways 

All 

All 

All 

All 

All 

All 

All 

All 

All 

All 

All 

All 

All 


Cognizant  Audit  Agency 
U.  S.  Dept.  of  Education 

U.   S.  Dept.  of  Health  and  Human  Services 

U.   S.  Dept.   of  Labor 

U.  S.  Dept.  of  Interior 

U.   S.  Dept.  of  Justice 

U.  S.  Dept.  of  Transportation 

U.  S.  Dept.  of  Labor 

U.   S.  Dept.  of  Education 

U.  S.  Dept.  of  Housing  and  Urban  Development 
U  S.  Environmental  Protection  Agency 
U.   S.  Dept.  of  Education 

U.  S.  Dept.  of  Housing  and  Urban  Development 

U.  S.  Dept.  of  Transportation 

U.  S.  Dept.  of  Housing  and  Urban  Development 

U.S.  Dept.  of  Education 

U.  S.  Dept.  of  Transportation 

U.  S.  Dept.  of  Health  and  Human  Services 

U.  S.  Dept.  of  Housing  and  Urban  Development 

U.  S.  Dept.  of  Health  and  Human  Services 

U.  S.  Dept.  of  Health  and  Human  Services 

U.  S.  Dept.  of  Housing  and  Urban  Development 

U.  S.  Dept.  of  Health  and  Human  Services 

U.  S.  Environmental  Protection  Agency 

U.  S.  Department  of  Health  and  Human  Services 

U.  S.  Dept.  of  Housing  and  Urban  Development 

U.  S.  Dept.  of  Health  and  Human  Services 

U.  S.  Dept.  of  Health  and  Human  Services 

U.  S.  Dept.  of  Housing  and  Urban  Development 

U.  S.  Dept.  Health  and  Human  Services 


Source:    Federal  Register,  volxame  50,  number  246, 
Monday,  December  23,  1985,  page  52410. 
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I 


Chapter  4 
RECONCILIATION 


RECONCILIATION  OF  BANK  STATEMENT 

There  are  a  number  of  steps  that  should  be  taken  by  the  treasurer  in 
order  to  reconcile  a  bank  statement.  The  following  list  can  serve  as  a 
guideline : 

1.  When  a  bank  statement  is  received,  the  treasurer  should  compare 
bank  charges  to  individual  or  batched  checks  and  debit  memos 
returned.  If  checks  are  returned  sorted,  (s)he  should  run  a  tape 
on  returned  checks  and  compare  this  to  charges.     Bank  credits 
should  be  compared  to  deposit  tickets  and  credit  memos. 

2.  The  treasurer  should  then  sort  checks  in  numerical  order  if  the 
bank  has  not  already  done  so. 

3.  It  is  advisable  to  separate  the  checks  by  warrant.     This  will  be 
extremely  useful  should  the  treasurer  have  problems  reconciling 
the  balance. 

A.     Using  the  previous  bank  reconciliation  sheet,  the  treasurer 

should  check  off  the  outstanding  checks  on  that  sheet  that  were 
paid  by  the  bank,  as  evidenced  by  the  cancelled  checks  that  the 
treasurer  is  now  working  with. 

5.  Next,  the  treasurer  checks  off  against  his/her  checkbook  or  check 
register  the  cancelled  checks  returned  by  the  bank  which  have 
been  issued  since  the  last  reconciliation.     (This  is  often  done 
by  using  a  check  mark  for  those  checks  paid  and  placing  an  "0" 
beside  the  number  of  the  check(s)  still  outstanding.) 

6.  Again,  it  is  wise  to  record  the  outstanding  checks  by  warrant. 

7.  At  this  point,  the  treasurer  takes  a  total  of  the  outstanding 
checks.     The  total  of  outstanding  checks  left  from  the  previous 
statement  may  be  checked  immediately  by  subtracting  from  the  last 
month's  total  of  outstanding  checks  (if  reconciliation  is  done 
monthly)  the  total  of  those  checks  since  paid  by  the  bank  (see  #3 
above).     The  net  total  should  equal  the  total  of  that  particular 
batch  that  has  been  carried  forward  to  this  reconciliation. 

Adding  the  old  outstanding  checks  to  the  total  of  the  current 
month's  outstanding  checks  will  give  the  total  outstanding  for 
the  current  reconciliation. 
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9.  The  treasurer  should  take  the  figure  shown  on  the  bank  statement 
as  current  balance  and  subtract  the  total  of  outstanding  checks. 
This  should  equal  the  book  balance. 


10.  Usually  the  figures  will  not  balance  as  easily  as  //8  above 
indicates.     A  number  of  adjustments  may  have  to  be  taken  into 
account,  including: 

•  Add  to  the  bank  balance  any  deposits  that  were  made  at  the  end 
of  the  current  month  which  the  bank  will  not  record  until  the 
next  month. 

•  Add  or  subtract  from  the  balance  any  debits  or  credits  or 
advices  which  the  bank  may  not  have  sent  during  the  month,  but 
which  have  been  included  with  the  statement, 

•  Add  or  subtract  any  other  adjustments  which  should  be  made 
(i.e.,  a  warrant  on  the  last  day  of  the  month). 

11.  After  completing  all  the  necessary  adjustments,  the  balances 
should  be  in  agreement  with  the  bank's.  this  does  not  occur, 
the  treasurer  should  reconcile  receipts  with  the  "total  deposits" 
figure  which  appears  on  the  statement: 

•  The  total  of  deposits  made  during  the  month  should  have  been 
accumulated  previously;  if  not,  that  should  be  done  at  this 
time. 

•  Subtract  from  the  bank's  figure  any  deposits  that  were  out- 
standing as  of  the  end  of  the  last  month. 

•  Subtract  from  the  bank's  figure  redeposits  of  "bounced"  checks 
that  have  been  made. 

•  Add  or  subtract  for  any  other  adjustments.     The  bank  may  have 
treated  something  as  a  deposit  which  the  treasurer  did  not,  and 
vice  versa.     The  treasurer  may  have  voided  a  check  and  returned 
it  to  cash,  or  may  have  returned  "tailings"  to  cash  as  a  re- 
ceipt, etc.     (See  page  4-4  for  an  explanation  of  "tailings.") 

12.  Reconciling  receipts  will  enable  a  treasurer  to  determine  whether 
an  error  has  occurred  in  the  receipts  section  or  in  the  disburse- 
ments section.     Once  receipts  have  been  reconciled  and  the 
error(s)  still  have  not  been  found,  the  treasurer  should  proceed 
to  disbursements. 

13.  At  this  point,  the  treasurer  has  already  proved  out  the  outstand- 
ing checks  carried  forward  from  the  previous  reconciliation.  It 
is  easier  to  prove  out  the  outstanding  checks  for  the  current 
month's  disbursements  by  warrant: 
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•  For  each  warrant,  take  a  total  of  the  cancelled  checks  the  bank 
has  returned.     Add  this  to  the  total  of  outstanding  checks 
shown  for  this  warrant.     This  should  agree  with  the  total 
warrant,  after  the  warrant  total  has  been  adjusted  for  any 
noncheck  items,  such  as  for  investments  by  debit  advice,  etc. 

•  This  should  reveal  at  least  where  the  error  is.     The  treasurer 
should  then  recheck  the  listing  of  outstanding  checks.  The 
error  will  probably  be  found  there. 

14.     When  all  of  the  foregoing  fails  to  locate  the  error,  the  treas 
urer  should  carefully  check  the  bank's  work. 

•  Compare  the  bank's  computer  listing  of  checks  they  paid  with 
the  individual  cancelled  checks.     Sometimes  a  bank  will  charge 
the  treasurer's  account  for  a  check  they  paid  out  of  his/her 
account,  and  then  fail  to  send  the  cancelled  check;  or  the  bank 
will  sometimes  pay  an  amount  slightly  different  from  the  amount 
specified  on  the  check.     Check  the  coded  amount  paid  out  with 
the  amount  specified  by  the  treasurer  on  the  check. 

This  last  step  will  almost  always  solve  the  most  difficult  mys- 
teries . 


RECONCILIATION  OF  CASH 

Prompt  and  frequent  reconciliation  is  essential  when  maintaining 
control  over  cash.     Maintaining  such  control  is  the  treasurer's  primary 
function.     The  volume  of  transactions,  and  the  number  and  types  of 
banks,  as  well  as  information  necessary  to  manage  cash  effectively,  will 
determine  how  frequently  reconciliations  occur.     At  a  minimum,  recon- 
ciliation between  bank  accounts,  the  cash  book,  and  the  general  ledger 
should  occur  monthly. 

Reconciled  cash  should  be  in  agreement  in  three  places: 

•  the  cash  book 

•  bank  statements 

•  cash  account(s)  in  the  accountant's  ledger(s) 

The  cash  book  is  the  control;  the  reconciled  bank  statements  support 
the  control;  and,  the  general  ledger  specifies  the  control.     The  follow- 
ing procedures  should  help  the  treasurer  reconcile  when  any  of  the  three 
records  are  not  in  agreement. 
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When  Cash  Book  End-of-Month  Balance  =  Reconciled  Bank  Statements,  But 
Not  the  Accountant's  General  Ledger 

This  is  usually  the  easiest  variation  to  resolve  since  the  account- 
ant's general  ledger  reflects  receipts  and  disbursements  reported  by  the 
treasurer.     The  treasurer  should: 

1.  Compare  receipts  in  total  to  receipts  recorded  in  total  in  the 
ledger(s)  for  the  month.     If  they  don't  agree,  verify  that  the 
Treasurer's  Schedule  of  Receipts  (end-of-month  report  to  account- 
ant) agrees  by  detailed  amount,  and  classification  to  the  cash 
book.     If  not,  a  reporting  error  occurred. 

2.  Compare  warrants  paid  during  the  month  to  warrants  recorded  in 
the  ledger(s)  for  the  same  period.     The  last  warrant  paid  should 
be  the  last  warrant  recorded.     If  not,  a  timing  problem  has 
occurred. 


When  Cash  Book  =  Ledger,  But  Not  Reconciled  Bank  Statements 

This  is  the  most  common  reconciliation  problem.     If  the  cash  book  and 
ledger  are  in  agreement  but  the  bank  statements  do  not  agree,  the  prob- 
lem could  be  with  outstanding  checks,  deposits  in  transit,  miscellaneous 
bank  adjustments  (such  as  charges  for  insufficient  funds  [NSF])  not 
reflected  in  treasury  records  as  a  receipt  or  disbursement,  or  a  combi- 
nation of  these.     The  treasurer  should  not  rule  out  errors  in  computer- 
processed  bank  statements.     Although  not  common,  these  errors  do  occur. 
A  common  problem  in  bank  statement  reconciliations  is  a  wire  transfer 
that  appears  on  the  last  day  of  the  month  in  one  bank  and  the  first  day 
of  the  month  in  the  other.     If  bank  statements  don't  equal  the  cash  book 
and  ledger,   the  following  step-by-step  reconciliation  procedures  may 
prove  useful: 


1.  Payments  of  checks,  by  bank,  may  be  listed  individually  or  in 
groups  on  the  date  they  were  charged  against  the  balance  in  the 
bank  account.     Verify  that  each  check,  whether  individual  or 
reported  as  part  of  a  list,  is  in  fact  recorded  on  this  particu- 
lar statement. 

2.  Paid  direct  deposit  checks  may  be  charged  to  statements  on  a  de- 
tailed list.     Prove  that  this  listing  adds  to  the  total  charged 
against  the  balance  as  recorded  on  the  bank  statement.  (Direct 
deposit  in  this  instance  means  a  check  transferred  from  the 
treasurer's  depository  to  the  employee's  account,  which  may  be  in 
the  same  or  another  depository.) 

3.  Ascertain  that  other  bank  charges  (stop  payment  orders,  transfers 
to  other  depositories,  etc.)  are  accompanied  by  bank  or  municipal 
authorl zatlons . 
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4.  Review  deposit  slips  and  verify  transfers  from  other  depositories 
to  ensure  proper  credit  for  additions  to  beginning  bank  balance. 
For  deposits  made  which  have  not  been  included,  add  to  the  ending 
bank  balance  as  listed  on  the  bank  statement. 

5.  After  opening  statements,  sort  the  checks  numerically. 

6.  Upon  completion  of  sorting,  check  returned  checks  against  amounts 
listed  in  check  register  or  checkbook.     All  voided  check  numbers 
should  be  included  with  checks  returned  with  the  bank  statement. 
Missing  check  numbers  will  represent  uncashed  checks.  Prepara- 
tion of  an  outstanding  list  will  consist  of  recording  the  amounts 
for  which  the  missing  checks  were  written.     Some  of  these  missing 
checks  could  be  represented  by  sums  written  in  previous  months 
and  still  uncashed  at  the  time  of  reconciliation. 

7.  To  find  the  total  outstanding,  add  the  sums  for  which  all  missing 
check  numbers  are  written.     If  there  are  a  small  number  of  miss- 
ing check  numbers,   they  may  be  listed  on  the  back  of  the  bank 
statement;  a  large  number  of  missing  check  numbers  should  be 
detailed  on  a  standard  check  register  form  and  attached  to  the 
bank  statement.     In  any  case,  all  information  should  be  retained 
as  proof  of  reconciliation  and  the  establishment  of  an  audit 
trai 1 . 

8.  List  the  ending  balance  of  the  bank  account  as  recorded  on  the 
current  bank  statement. 

9.  A  policy  with  regard  to  the  time  period  pertaining  to  uncashed 
checks  should  be  established.     Perhaps  90  days  should  be  the 
basis  for  reentering  as  a  receipt  in  the  treasurers  cash  book 
after  first  stopping  payment  and  removing  from  the  detailed 
outstanding  list.     The  receipt  of  these  checks  are  recorded  as 
tailings  (in  the  accountant's/auditor's  ledger). 

10.  An  interest-bearing  account  may  also  require  the  adjustment  of 
interest  earned  and  recorded  on  the  bank  statement  but  not  yet 
entered  in  the  treasurer's  cash  book.     Interest  should  be  re- 
flected in  the  bank  statement  reconciliation  in  the  same  period 
the  interest  receipt  is  recorded  in  the  cash  book. 

11.  Subtract  the  total  of  outstanding  checks  from  the  total  ending 
balance,  as  listed  on  the  bank  statement.     This  will  provide  a 
balance  which  should  be  in  agreement  with  the  balance  in  the 
treasurer's  checkbook  or  check  register. 

12.  If  the  treasurer's  balance  is  not  in  agreement  with  that  of  the 
bank,  the  bank  is  not  automatically  correct.     The  error  may  have 
been  made  by  the  treasurer  or  by  the  bank.     For  instance,  the 
bank  could  have  paid  a  sum  different  from  what  the  check  was 
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written  for  or  charged  the  treasurer's  account  with  someone 
else's  check. 

Bank  statements  plus  any  other  accompanying  information,  including 
returned  checks,  should  be  retained  and  properly  filed  until  permission 
is  requested  and  authorization  to  destroy  is  received  from  the  Superin- 
tendent of  Documents,  Secretary  of  State's  Office. 

RECONCILIATION  WORKSHEET  INSTRUCTIONS 

If,  after  checking  all  bank  statement  reconciliations,  the  problem 
has  not  been  located,   try  preparing  a  worksheet  that  is  similar  to  a 
bank  ledger.     This  worksheet  may  be  a  little  more  difficult  to  do,  but 
when  a  treasurer  uses  many  banks,  the  timing  of  transactions  between 
banks  may  be  a  problem.     This  worksheet  will  verify  three  things: 

•  that  deposits  made  to  all  banks  during  the  period  are  equal  to 
recorded  receipts; 

•  that  payments  per  bank  statement  equal  warrants  paid  during  the 
period;  and 

•  that  all  transfers  from  one  bank  are  reflected  by  a  transfer  into 
another  bank. 

The  following  information  and  guidelines  on  the  reconciliation  work- 
sheet should  be  useful  to  treasurers.     (See  Sample  Reconciliation  Sheet, 
pages  4-9  -  4-10, ) 

Preparing  the  Worksheet 

RWl.     Beginning  Balance.     Enter  beginning  balance  per 
bank  statement. 

RW2.     a.  Deposits  (from  bank  statements).     Enter  on  this  line 

deposits  that  were  reflected  as  cash  receipts  in  the  cash 
book  during  the  period. 

b.  Interest  Earned.     On  this  line,  enter  interest  reflected  on 
bank  statement  that  did  not  appear  as  a  cash  receipt  in  the 
cash  book  during  the  month  being  reconciled.     By  keeping 
this  amount  on  a  separate  line,  it  is  possible  to  isolate 
timing  differences  that  normally  occur  between  cash  book  and 
bank  statements, 

RW3.     a.  Payments.     After  returned  checks  have  been  verified  to  bank 
statements  for  accuracy  of  number  and  amount,  enter  total 
payments  only. 
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b.  Other  Charges,     Sometimes  banks  Inadvertently  charge  for 
services  such  as  NSF  checks,  wire  transfers,  etc.  Usually 
the  bank  adjusts  statements  in  the  subsequent  month  when 
these  charges  are  brought  to  their  attention.     If  these 
charges  are  legitimate,   the  treasurer  should  check  to  see 
that  they  have  been  entered  on  a  warrant  and  charged  to  an 
appropriation.     For  purposes  of  this  worksheet,  they  should 
be  isolated  from  other  payments. 

RW4.     Transfer  In. 

RW5.     Transfer  Out.     Items  usually  identified  as  miscellaneous  debits 
and  credits  on  the  bank  statement  are  transfers  initialed  by 
the  treasurer  between  banks.     Since  these  amounts  are  simply 
transfers  of  previously  recorded  receipts  or  disbursements, 
they  should  be  isolated  from  deposits  and  payments.  Unlike 
deposits  and  payments  which  may  be  totaled  on  this  worksheet, 
each  transfer  should  be  entered  separately. 

RW6.     Ending  Balance.     This  is  the  ending  bank  statement  balance.  If 
balances  do  not  agree,  the  treasurer  should  examine  the  bank 
statement  carefully  to  see  what  Items  have  not  been  entered  on 
the  worksheet. 

RW7.     a.  Outstanding  Checks.     To  get  from  the  bank  balance  to  the 
reconciled  balance,  first  a  treasurer  adjusts  for  checks 
that  have  not  yet  cleared  the  bank  but  remain  payable.  (See 
step-by-step  bank  reconciliation  procedures  for  preparing 
this  list.) 

b.  Other  adjustments  for  errors  or  timing  differences.  The 
example  shows  interest  earned  on  bank  statements.     If,  at 
the  time  of  one  reconciliation,  the  cash  book  has  been 
closed,  then  the  treasurer  should  subtract  these  amounts 
from  his/her  bank  statement  balances  so  that  statements  and 
the  cash  book  will  be  reflecting  the  same  receipts.     Also  in 
the  example,  there  are  three  bank  charges.     Whether  or  not 
they  will  subsequently  be  adjusted  by  the  bank,  they  haven't 
appeared  in  treasury  records  as  payments;  they  should  there- 
fore be  added  back  until  such  time  as  they  have  been  entered 
on  a  warrant  or  bank  adjusted. 

c.  Deposits  in  Transit.     Often,  transactions  occurring  on  the 
last  day  of  a  period  in  the  treasurer's  cash  book  will  not 
be  reflected  on  bank  statements  until  the  bank's  next 
business  day.     A  treasurer  should  check  his/her  cash  book 
for  deposits  to  make  sure  the  last  deposit  appears  on  a  bank 
statement. 
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RW8.     Ending  Reconciled  Balance.     In  total,  plus  any  cash  on  hand, 
should  equal  cash  book,  reconciled  cash,  and  general  ledger 
cash. 

Reconciling  the  Worksheet 

1.  Transfers  In/Out.     These  were  entered  on  the  worksheet  in  detail 
so  that  they  could  be  traced  from  bank  to  bank.     If,  in  the  total 
column,   transfers  in  do  not  equal  transfers  out,  the  treasurer 
should  check  each  transfer.     In  the  example,  a  transfer  into 
third  investment  in  the  amount  of  $125,000  was  not  reflected  on 
the  bank  statement;  it  has  therefore  been  entered  as  a  deposit  in 
transi  t. 

2.  Deposits/Receipts.  If  deposits  in  total  on  line  RW2.a  plus  cash 
on  hand  do  not  equal  cash  book  receipts,  the  treasurer  should 
investigate  using  detailed  deposit  slips  on  other  documentation. 
Most  likely  it  is  either  the  timing  of  interest  receipts  or,  if 
the  community  makes  book  entries  for  payroll  deductions  but  does 
not  actually  redeposit  these  suras,  payroll  deductions  need  to  be 
added  to  deposits  to  make  these  agree  with  the  cash  book. 

3.  Payments/Warrants.     Payments  and  warrants  for  the  period  should 
agree,  but  the  outstanding  checks  need  to  be  taken  into  account. 
To  prove  that  payments  do  equal  warrants,  perform  this  calcu- 
lation: 

Total  payments 
+  outstanding  checks  end  of  month 
-  outstanding  checks  beginning  of  month 

When  payments  and  warrants  are  not  in  agreement,  the  treasurer 
should  also  ask  him/herself  the  following  questions:     Did  any 
payments  occur  during  the  period  that  were  not  on  warrants?  Did 
some  checks  clear  the  bank  that  are  on  the  first  warrant  of  the 
next  month? 
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Chapter  5 
TAX  TITLES  AND  FORECLOSURES 


When  a  taxpayer  is  delinquent  in  paying  local  real  estate  or  other 
local  charges  which  constitute  liens  on  the  real  estate,  a  city  or  town 
has  the  right  to  take  title  to  the  taxpayer's  property  and  to  undertake 
foreclosure  proceedings. 

Chapter  60,  section  54,  provides  in  part: 

Title  to  the  land  so  taken  shall  thereupon  vest  in  the  town, 
subject  to  the  right  of  redemption.     Such  title  shall,  until 
redemption  or  until  the  right  of  redemption  is  foreclosed  as 
hereinafter  provided,  be  held  as  security  for  the  repayment 
of  said  taxes  with  all  intervening  costs,  terms  imposed  for 
redemption  and  charges  with  interest.... 

TAKING  TITLE 

The  process  of  taking  title  begins  14  days  after  the  tax  collector 
has  sent  a  demand  for  overdue  taxes.     He  or  she  then  carefully  prepares 
a  notice  of  tax  taking  for  each  parcel.     At  least  14  days  before  the  tax 
taking,  the  collector  publishes  the  notice  of  tax  taking  in  a  local 
newspaper  and  posts  copies  of  the  notice  in  two  or  more  public  places. 
At  the  designated  time  and  place,  the  collector  announces  that  (s)he 
takes  the  property  for  the  city  or  town.     After  the  tax  taking,  the 
collector  prepares  an  Instrument  of  Taking  (State  Tax  Form  301,  pages 
5-17  -  5-18)  for  each  parcel  and  records  this  instrument  at  the  appro- 
priate Registry  of  Deeds  within  60  days  of  the  date  of  taking. 

The  treasurer  becomes  involved  with  tax  titles  after  the  collector 
sends  him/her  a  list  of  recorded  takings  (State  Tax  Form  346,  page 
5-19).     This  list  contains  the  names  of  the  delinquent  taxpayers,  a 
brief  description  of  the  property  included,  the  years,  and  taxes  and 
liens  which  are  unpaid  at  the  time  of  the  taking.     From  this  list  of 
recorded  takings,  the  treasurer  should  set  up  a  tax  title  account  sheet 
for  each  parcel  of  real  estate  included  in  the  list  of  recorded  takings 
(see  State  Tax  Form  410,  page  5-21). 

The  treasurer's  duties  concerning  tax  takings,  now  generally  referred 
to  as  tax  titles,  include  custody  of  the  tax  deeds  or  instruments  of 
taking  and  maintaining  records  on  all  properties  in  tax  title.  The 
treasurer  should  then  either  collect  the  unpaid  taxes  or,  at  least  six 
months  after  the  taking,  commence  Land  Court  foreclosure  proceedings. 
With  certain  properties,  land  of  low  value  foreclosure  proceedings  may 
be  initiated,  but  not  less  than  90  days  after  the  tax  taking. 
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INITIAL  STEPS  IN 
TAKING  TITLE  TO  PROPERTY 


Initiating  Procedures 
by  Municipality 


Property  Owner (s) 
Options 


Disposition  by 
Municipality 


Tax  Collector  Files 
Instrument  of  Taking 
with  Registry  of  Deeds 


A) 


Owner(s)  Pays  Taxes, 
Interest,  and  Fees 


► 
► 


Treasurer  Files  Certificate 
of  Redemption  with  Registry 


Treasurer  Notifies 
Taxpayer  (Suggested) 


and 


^  B) 


Owner (s)  Demonstrate  to 
Assessors  or  Tax 
Collector  Tax  Title 
is  Invalid  or  Improper 


Tax  Collector  Files  Tax 
Title  Disclaimer 


C) 


Owner (s)  Fail  to 
Redeem  Title  or  Prove 
Tax  Title  is  Invalid  or 
Improper 


► 


Treasurer  Files  Petition  of 
Foreclosure  with  Land  Court 
or  commences  Land  of  Low 
Value  Foreclosure  Procedures, 
if  appropriate 


MAINTAINING  RECORDS  ON  TAX  TITLE  ACCOUNTS 

Preparing  and  mailing  out  a  simple  notice  to  the  delinquent  taxpayers 
and  the  present  owner  of  the  parcel  informing  them  that  the  property  is 
now  in  tax  title,  and  that  if  they  wish  to  redeem  the  property  they 
should  contact  the  treasurer,  is  strongly  suggested.     This  notice  often 
proves  helpful  in  instances  where  the  present  owners  of  the  property 
were  not  the  original  delinquent  taxpayers.     The  current  owners  may  have 
purchased  the  property  subsequent  to  the  tax  year  in  question  and  may 
not  know  of  the  delinquent  status  until  they  have  been  notified. 

The  tax  title  record  is  maintained  to  determine  amounts  necessary  for 
redemption  and  to  establish  the  basis  of  a  petition  for  foreclosure  of 
the  right  of  redemption  with  the  Land  Court. 

The  treasurer  sets  up  a  separate  tax  title  account  for  each  parcel  of 
land,  containing  the  following  information: 

•  name  of  person  assessed,  and  last  known  mailing  address 

•  date  of  taking 

•  description  and  location  of  property 

•  book  and  page  number  of  the  recording  of  the  Instrument  of  Taking 

•  unpaid  taxes  for  the  year  or  years  for  which  the  property  was  taken 
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•  collector's  interest  to  the  date  of  taking 

•  collector's  fees  and  charges 

•  other  additional  costs,  as  outlined  in  60:15 

•  subsequently  certified  taxes 

The  tax  title  account  sheets  should  be  kept  in  a  uniform  manner, 
either  alphabetically  by  name  of  the  delinquent  or  alphabetically  by 
street  location.  It  is  not  recommended  that  the  account  sheets  be  kept 
chronologically  since,  upon  inquiry,  it  is  necessary  to  examine  the 
sheets  for  the  various  dates  of  taking.     Most  treasurers  keep  the  tax 
title  account  sheets  alphabetically  in  the  name  of  the  delinquent 
taxpayer.     A  few  have  the  time  and  resources  to  cross  index  alpha- 
betically by  location. 

Copies  of  the  instrument  of  taking  and  the  notice  of  tax  taking 
should  be  retained  on  file. 

Certification  of  Subsequent  Taxes  of  Accounts  in  Tax  Title  (60:61) 

In  the  case  of  parcels  of  real  estate  that  have  been  taken  into  tax 
title  for  nonpayment  of  taxes  in  prior  year(s)  and  have  not  been 
redeemed,  the  collector  must  certify  any  amounts  of  unpaid  taxes  and 
assessments,  together  with  any  costs  and  interest  accrued,  in  each 
subsequent  year.     The  amount  must  be  so  certified  to  the  treasurer  prior 
to  September  1  of  the  year  following  that  of  their  assessment. 

This  certification  is  prepared  on  State  Tax  Form  347  (see  page  5-23), 
listing  all  accounts  with  the  amounts  to  be  certified  to  the  treasurer. 
Form  347  must  be  prepared  in  triplicate.     The  treasurer  will  return  the 
certified  copy  to  the  collector,  retain  the  original  for  his  records, 
and  forward  the  third  copy  to  the  accounting  officer.     The  certified 
copy  returned  to  the  collector  states  that  the  amounts  have  been 
credited  to  the  tax  title  accounts. 

The  tax  titles  account  balance  should  be  reconciled  with  the  general 
ledger  tax  titles  balance. 

DISPUTED  TAX  TITLE  ACCOUNTS 

If  any  claim  is  made  that  the  tax  title  for  one  or  more  reasons  is 
improper  or  invalid,  then  the  treasurer  should  refer  the  taxpayers  to 
the  board  of  assessors  or  the  collector  of  taxes,  or  both.     The  treas- 
urer has  no  authority  to  negate,  by  way  of  disclaimer,  any  tax  title. 
It  is  the  sole  function  of  the  collector  of  taxes  to  issue,  if  war- 
ranted, a  tax  title  disclaimer  (60:84).  The  treasurer  also  has  no 
authority  to  reduce  any  of  the  delinquencies  nor  to  waive  any  penalty 
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interest  which  must,  by  statute,  be  collected  upon  redemption.  Should 
the  taxpayer  request  some  type  of  consideration  based  on  unusual  cir- 
cumstances or  hardship,  then  all  the  treasurer  can  do  is  to  refer  him  or 
her  to  the  board  of  assessors. 


TAX  TITLE  REDEMPTION  (60:62) 

Any  person  with  an  interest  in  the  property  can  contact  the  treasurer 
to  make  arrangements  to  redeem  the  tax  title  at  any  time  until  a  peti- 
tion to  foreclose  has  been  filed  in  the  Land  Court.     If  the  taxpayer 
elects  to  redeem  the  tax  title,  the  treasurer: 

1.  Computes  the  amount  due: 

a.  Tax  title  account  balance. 

b.  Interest,  at  the  rate  which  was  in  effect  on  the  date  on  which 
the  taking  was  made,  on  each  year's  taxes  from  the  date  of 
taking  and  subsequent  certification. 

c.  Fees,  charges,  and  other  costs. 

d.  Total  a,  b,  and  c. 

2.  Collects  the  payment  and  records  it  in  the  cash  receipts  book. 

3.  Files  an  Instrument  of  Redemption  with  the  appropriate  Registry  of 
Deeds  (State  Tax  Form  441,  pages  5-25  -  5-26). 

4.  Files  the  redeemed  tax  title  account  in  the  inactive  file  with  the 
book  and  page  number  of  the  Instrument  of  Redemption. 

5.  Issues  a  "Notice  of  Final  Disposition  of  Tax  Title  Account"  (State 
Tax  Form  486,  page  5-27)  to  collector,  accountant,  and  assessor. 


PARTIAL  PAYMENTS 

Any  person  having  an  interest  in  the  land  may  also  redeem  it  from  tax 
title  by  payment  to  the  treasurer  by  installment  on  account  of  the  tax 
title  account,  each  installment  except  the  last  to  be  in  an  amount  not 
less  than  25%  of  the  total  taxes,  interest,  and  charges  due.     The  fourth 
and  final  payment  will  leave  a  zero  balance  in  the  tax  title  account. 

The  treasurer,  upon  accepting  payment  of  any  installment,  may  extend 
the  time  during  which  he  will  not  institute  proceedings  to  foreclose  the 
rights  of  redemption  for  a  period  of  one  year  beyond  the  time  authorized 
in  section  65,  but  no  more  than  one  extension  shall  be  granted.     In  the 
event  that  an  extension  is  so  granted,  the  treasurer  shall  make  entry  of 
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this  on  the  tax  title  account  and  shall  also  give  a  written  statement  of 
such  granting  to  the  person  who  makes  the  pajmient. 

ASSIGNMENT  OF  TAX  TITLE 

The  treasurer  may  assign  a  tax  title  to  the  highest  bidder  after  a 
public  auction,  provided  that  the  sum  paid  for  such  assignment  is  not 
less  than  the  amount  necessary  for  redemption  (60:52).     Although  the  law 
allows  this  procedure,  the  commissioner  of  revenue  does  not  recommend 
it.     (See  State  Tax  Form  430,  page  5-29.) 

LAND  OWNERSHIP  RECORDS 

The  records  of  land  ownership  are  kept  at  the  county  Registry  of 
Deeds.     In  Massachusetts,   there  are  two  different  systems  for  keeping 
track  of  land  ownership — registered  land  (Ch.   185)  and  recorded  land. 

With  registered  land,  the  Land  Court  has  issued  a  decree,  under 
appropriate  statutes,  certifying  that  title  to  the  land  is  held  by  the 
persons  named  on  the  certificate  and  that  the  land  is  free  of  any 
encumbrances  not  listed  in  the  certificate.     All  subsequent  instruments 
affecting  registered  land  must  be  filed  with  the  registered  section  of 
the  Registry  of  Deeds  and  must  be  noted  on  the  appropriate  Certificate 
of  Title  to  be  effective.     Deeds  to  such  land  are  identified  by  a 
document  number  noted  on  a  Certificate  of  Title. 

Most  of  the  land  in  the  Commonwealth  is  recorded  land.     Title  to  such 
land  depends  upon  the  effect  thereon  of  all  instruments  recorded  in  the 
appropriate  Registry  of  Deeds.     Instruments  affecting  recorded  land  must 
be  recorded  in  the  Registry  of  Deeds.     Deeds  to  such  land  are  identified 
by  the  number  of  the  book  and  page  in  which  the  deed  is  recorded. 

Because  of  the  difference  in  the  recording  and  filing  requirements, 
treasurers  are  cautioned  not  to  attempt  to  combine  registered  land  with 
nonregistered  land  in  the  same  instrument. 


FORECLOSURES  IN  THE  LAND  COORT 

Foreclosures  in  the  Land  Court  are,  generally  speaking,  the  main 
avenue  by  which  the  treasurer  will  either  be  able  to  force  the  delin- 
quent taxpayer  to  redeem  the  tax  title  or,  if  payment  is  not  made,  to 
acquire  title  to  the  property  for  the  municipality  through  foreclosure 
proceedings.     Before  Land  Court  foreclosure  proceedings  can  be  insti- 
tuted, a  period  of  at  least  six  months  must  expire  between  the  date  of 
of  the  recording  or  registration  of  the  tax  taking  or  tax  deed  and  the 
commencement  of  the  foreclosure  proceedings. 
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All  treasurers  who  are  not  lawyers  should  consider  engaging  the  serv- 
ices of  a  law  firm  with  experience  in  tax  title  foreclosures  for  all 
Land  Court  proceedings.     Treasurers  should  be  aware  that  cases  do  not 
move  through  the  Land  Court  automatically.     The  treasurer  or  the  attor- 
ney that  has  been  hired  must  monitor  the  progress  of  each  petition  to 
foreclose  that  the  community  has  filed. 

Chapter  60,  section  50B,  requires  the  treasurer  to  certify  for  inclu- 
sion in  the  annual  town  budget  an  amount  of  at  least  $80  for  each  tax 
title  ripe  for  foreclosure,  having  a  current  assessed  valuation  in 
excess  of  $1,000.     In  the  event  that  amount  is  not  voted,  it  must  be 
certified  in  writing  to  the  assessors  by  the  treasurer  and  raised  in  the 
annual  tax  rate. 

PETITION  TO  FORECLOSE  (60: 65-76(b) ) 

The  Land  Court  proceedings  are  started  by  the  preparation  and  execu- 
tion of  a  Petition  to  Foreclose.     The  necessary  forms  are  available  at 
the  Land  Court  in  Boston.     The  petition  requires  information  as  to  the 
date  of  taking;   the  date  and  the  book  and  page  (or  document)  number  of 
the  recording  of  the  Instrument  of  Taking;  the  current  assessed  value  of 
the  property;   the  description  that  appears  in  the  Instrument  of  Taking; 
and  the  names  and  addresses  of  all  persons  with  any  interest  in  the  land 
(see  Land  Court  Form  LCP-5  on  pages  5-31  -  5-32).     The  petition  and  a 
duplicate  must  be  signed  by  the  treasurer  under  oath. 

Filing  at  Land  Court 

Once  the  petition  has  been  signed  and  sworn  to,  it  is  then  ready  for 
filing  in  duplicate  at  the  Land  Court  in  Boston.     The  address  is 
Pemberton  Square,  Boston,  MA    02108.     The  clerks  at  the  Land  Court  in 
most  instances  will  be  able  to  answer  any  questions  concerning  the 
preparation  and  filing  of  the  petition.     A  "Notice  of  Filing  Petition" 
must  be  filed  in  the  local  registry  when  the  Petition  to  Foreclose  is 
filed  in  the  Land  Court  (see  Land  Court  Form  LCN-2  on  pages  5-33  - 
5-34). 


Filing  Fees 

The  present  deposit  for  each  petition  is  $155.00.     The  fee  for  filing 
the  petition  is  $30.00,  and  the  remainder  of  the  $155.00  is  kept  on 
deposit.     The  Court  then  may  draw  upon  this  balance  for  the  following 
expenses : 

1.     Payment  of  the  Land  Court  examiner  appointed  by  the  Court  to 
examine  the  title  at  the  Registry  of  Deeds  and  to  submit  a 
written  report  to  the  Court  setting  forth  the  names  and  addresses 
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of  all  parties  having  an  interest  in  the  property  and  who  thereby 
are  entitled  to  notice. 

2.  The  cost  of  certified  mail  notices. 

3.  The  issuance  of  either  a  withdrawal,  if  tax  payments  are 
received,  or  the  cost  of  issuing  a  decree  of  foreclosure. 

When  a  case  is  concluded,  the  Land  Court  will  refund  the  balance  of 
the  unused  deposit.     During  the  course  of  the  case,  the  Court  may  re- 
quest additional  deposits  to  cover  increased  costs  in  either  the  examin- 
er's bill  or  the  number  of  notices  it  has  to  mail. 


'^.xaminer 

The  Land  Court  appoints  an  examiner  who  submits  a  mini-title  abstract 
of  20-25  years  behind  the  tax  taking  and  submits  a  written  report  set- 
ting forth  the  names  and  addresses  of  all  parties  having  an  interest  in 
the  property.     The  examiner  presently  receives  $65  for  the  examination. 

If  there  are  addresses  missing,  the  Court  will  contact  the  treasurer 
or  attorney  of  the  city  or  town  and  request  that  the  necessary  informa- 
tion be  furnished.  The  Court  will  not  proceed  with  the  case  until  the 
additional  information  is  provided.  Once  it  receives  all  of  the  neces- 
sary information,  it  will  then  proceed  to  issue  a  citation  or  notice  to 
each  and  every  one  of  the  interested  parties. 


KEY  POINTS  i:i  LAND 

COURT  FORECLOSURE  PROCESS 
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NOTIFICATION  BY  THE  LAND  COURT  TO  INTERESTED  PARTIES 

The  citation  is  mailed  by  certified  mail,  return  receipt  requested. 
The  notice  states  the  number  of  the  case,  the  location  of  the  property, 
and  the  date  on  or  before  which  the  party  receiving  the  notice  must  take 
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some  positive  action  or  be  forever  barred  from  redeeming  the  property. 
The  notice  states  bluntly  that,  if  the  interested  party  does  nothing,  a 
default  could  be  entered  against  him  or  her.     The  default  would  lead  to 
the  entry  of  a  foreclosure  decree  if  the  Court  found  all  other  aspects 
of  the  case  to  be  in  order. 

If  the  certified  mail  notice  does  not  reach  any  of  the  interested 
parties,  it  will  be  returned  to  the  Court  undelivered.     At  this  point 
the  Court  will  forward  the  undelivered  notice  to  the  treasurer  or 
attorney  with  a  request  that  a  better  address  be  provided.     It  is  then 
the  responsibility  of  the  treasurer  or  attorney  to  ascertain  the  present 
address  of  the  party  or  parties,  and  forv/ard  that  information  to  the 
Court.     The  Court,  having  received  the  new  address,  will  then  send  by 
certified  mail  a  special  citation  containing  the  same  information  as  the 
original  notice  and  a  new  deadline  or  return  date,  thereby  giving  the 
interested  party  or  parties  additional  time  in  which  to  act. 

The  deputy  sheriff  may  serve  the  citation  when  registered  mail  fails. 
If  the  delinquent  taxpayer  cannot  be  served,  the  city  or  town  must 
submit  a  letter  to  the  Land  Court  showing  that  a  diligent  search  has 
been  made.     The  letter  is  reviewed  by  a  judge  in  the  Land  Court.  If 
approved,   the  Court  will  then  prepare  a  notice  to  be  published  once  in 
the  local  newspaper.     The  Court  also  sends  copies  of  the  notice  to  all 
parties  with  an  interest  in  the  property.     Before  this  is  done,  the 
Court  will  request  an  additional  deposit  of  $75.00  to  cover  the  antici- 
pated cost  of  the  newspaper  advertisement. 

FILING  AN  APPEARANCE  OR  OBJECTION  (60:68) 

If  any  party  with  an  interest  in  the  property  wishes  to  redeem  the 
tax  title,  they  must  file  an  answer  with  the  Land  Court,  either  object- 
ing for  some  specific  reason  to  the  foreclosure,  or  offering  to  redeem 
the  title  to  their  property.     Once  an  appearance  and  objection,  or  offer 
to  redeem,  are  filed  with  the  Court,  nothing  further  happens  until  a 
hearing  is  held  by  the  Court.     Preliminary  motions  must  be  brought  in 
order  that  the  case  be  assigned  for  hearing. 

At  the  hearing,   the  treasurer  or  attorney  will  present  to  the  Court 
the  amount  due,  including  all  penalty  interest  using  the  interest  rate 
shown  on  Form  410  (see  page  5-?.  1).     The  interested  party  or  parties  have 
the  right  to  offer  any  valid  reasons  why  they  feel  the  Court  should  not 
allow  the  foreclosure  to  be  entered.     They  may  also  offer  to  pay  the 
amount  due.     The  judge,  hearing  the  case  and  the  facts  offered  by  both 
sides,  will  either  continue  it  to  a  future  date  or  enter  a  finding, 
which  sets  the  amount  due  and  allows  a  specified  time,  generally  not 
less  than  three  months,  for  payment  to  be  made. 
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If  Payment  is  Made 


If  the  total  amount  due,  Including  the  Land  Court  costs,  is  paid,  the 
treasurer  then  issues  an  Instrument  of  Redemption  (State  Tax  Form  441  on 
pages  5-25  -  5-26)  and  records  or  registers  it  at  the  Registry  of  Deeds. 
Upon  receipt  of  payment  in  full,  the  treasurer  files  a  motion  to  with- 
draw the  case  from  further  consideration  by  the  Court.     (If  a  city  or 
town  is  represented  by  counsel,  the  treasurer  notifies  the  attorney  and 
has  him  or  her  file  the  motion  to  withdraw.)     The  Court  then  issues  a 
withdrawal  which  either  the  treasurer  or  the  attorney  must  record  or 
register  at  the  Registry  of  Deeds.     (See  Motion  to  Withdraw  Petition  to 
Foreclose  Rights  of  Redemption,  page  5-35.) 

Partial  Payments 

Chapter  60,  section  62,   of  the  Massachusetts  General  Laws  clearly 
states  that  the  rights  of  redemption  without  Court  approval  only  apply 
"prior  to  the  filing  of  a  petition  for  foreclosure."     In  the  Land  Court 
proceedings,  based  on  the  petition  to  foreclose,  there  are  neither  any 
statutory  allowances  for  partial  payments  nor  does  the  Land  Court  impose 
upon  a  municipality  the  obligation  to  accept  partial  payments.     As  a 
practical  matter,  however,   the  Court  may  advise  or  strongly  urge  the 
treasurer  to  accept  payments  to  be  applied  to  the  account,  and  often  the 
Land  Court  will  continue  a  case  for  a  period  of  time  during  which  the 
taxpayer  may  be  in  a  position  to  complete  total  redemption. 

If  Payment  Is  Not  Made 

If  payment  is  not  made  by  the  due  date  in  the  finding,  then  the 
municipality  (attorney)  must  bring  a  motion  for  decree  of  foreclosure, 
alleging  therein  that  the  terms  of  the  finding  have  not  been  met.  A 
hearing  must  be  held  on  the  motion  for  decree,  and  once  again  the 
delinquent  taxpayer(s)  have  an  opportunity  to  offer  any  excuses  why  the 
payment  has  not  been  made  or  to  promise  to  make  payment  in  the  future. 
The  judge  must  then  either  allow  the  motion  for  decree  or  continue  its 
consideration  and  hearing  to  a  future  date.     The  same  procedures  are 
followed  at  the  continued  hearing  and  any  subsequent  continued  hearings 
until  such  time  as  the  case  is  either  withdrawn,  as  a  result  of  redemp- 
tion, or  the  Court  allows  the  motion  for  decree. 

NONCONTESTED  CASES 

If,  in  a  particular  case  the  Court  has  issued  the  citation,  all  par- 
ties with  an  interest  in  the  property  have  received  notice,  redemption 
has  not  been  effected,  nor  are  any  appearances,  answers,  objections, 
and/or  offers  to  redeem  filed,  then  upon  the  passing  or  expiration  of 
the  return  date,  or  the  date  by  which  the  interested  party  must  have 
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done  something,  the  Court  will  take  the  case  under  consideration  for  the 
issuance  of  the  decree  of  foreclosure.     An  Affidavit  as  to  Military 
Service,  which  states  that  there  are  no  parties  in  the  case  in  the 
military  service,  must  be  completed  (see  Land  Court  Forms  LCA-4  and 
LCA-3  on  pages  5-37  -  5-40).     This  is  filed  with  a  general  default  form 
(see  Land  Court  Form  LC-M-1,  page  5-41). 

THE  ISSUING  OF  A  FOB^CLOSURE  DECREE 

If  the  motion  for  decree  is  allowed,  then  the  Court  considers  all  of 
the  other  aspects  of  the  case  and,  if  it  finds  that  they  are  in  order, 
it  will  issue  a  decree  of  foreclosure.     An  attested  copy  of  the  decree 
is  sent  to  the  treasurer  or  attorney,  who  must  record  or  register  it  at 
the  Registry  of  Deeds. 

Once  a  decree  has  been  issued,  title  to  the  property  vests  in  the 
municipality  under  the  applicable  statutes,  and  the  treasurer  has  com- 
pleted his  or  her  duties.     The  treasurer  should  then  notify,  in  writing, 
all  interested  municipal  departments,  including  the  collector  of  taxes, 
board  of  assessors,  town  accountant  or  city  auditor,  board  of  selectmen, 
mayor,  and/or  city  council  (State  Tax  Form  486,  page  5-27). 

Redemption  of  Tax  Titles  Which  Have  Been  Foreclosed 

Should  any  party  with  an  interest  in  the  property  request  the  right 
to  redeem  the  tax  title,  which  has  been  foreclosed,  the  treasurer  cannot 
accept  payment  or  issue  the  Instrument  of  Redemption.     The  person  re- 
questing the  right  to  redeem  should  then  be  directed  to  the  body  now 
having  control  over  the  disposition  of  municipal  property.     If  that 
department  or  body  indicates  to  the  treasurer,  in  writing,  that  it  has 
no  objection  to  the  redemption,   then  the  treasurer  or  attorney,  upon 
petition  to  the  Land  Court,  can  have  the  foreclosure  decree  vacated  once 
the  taxes  are  paid  in  full,  and  the  case  can  then  be  withdrawn. 

It  is  usually  not  advisable  to  have  a  decree  vacated  until  and  unless 
payment  is  received  in  full  and  the  check  has  cleared  or  unless  payment 
is  made  in  cash  or  by  certified  check.     As  with  a  regular  redemption, 
once  payment  is  received  and  a  petition  to  vacate  the  decree  is  filed 
and  the  case  is  withdrawn,  the  treasurer  then  prepares  and  records  or 
registers  the  Instrument  of  Redemption. 

If  the  Request  for  Redemption  Is  Denied 

Should  the  request  for  redemption  be  denied  by  the  appropriate 
department  or  body,  then  the  person  has,  under  the  appropriate  statute, 
one  year  from  the  date  of  the  decree  to  file  his  or  her  own  petition  to 
vacate  the  decree  with  the  Land  Court.     The  Court  will  then  hold  a  hear- 
ing on  the  petition  to  vacate,  and  if  the  delinquent  taxpayer  can  pay 
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all  monies  due,  and  if  the  municipality  has  not  conveyed  the  property  to 
a  third  person,  the  Court  will  normally  vacate  the  decree. 

The  treasurer  should  be  aware  that  upon  the  entry  of  a  decree  of 
foreclosure,  or  the  denial  of  a  petition  to  vacate  the  decree  of  fore- 
closure, an  appeal  may  be  taken  by  the  property  owner(s)  to  the  Appeals 
Court.     Should  any  appeal  be  taken,  then  it  is  strongly  recommended  that 
the  treasurer  obtain  counsel  if  one  has  not  been  involved  in  the  case. 

Recovery  of  Costs  and  Fees 

In  regard  to  the  awarding  of  legal  fees,  the  statutes  of  the  Common- 
wealth leave  it  up  to  the  Land  Court  to  decide  whether  or  not  the 
municipality  should  be  awarded  any  legal  fees.     It  is  usually  unlikely 
that  the  Court  will  look  favorably  upon  a  request  for  legal  fees. 

The  cost  of  the  court  proceedings  must  be  borne  by  the  party  redeem- 
ing the  tax  title.  The  actual  court  costs  can  be  obtained  upon  inquiry 
of  the  accounting  department  at  the  court. 

FORECLOSURE  PROCEDURES  FOR  LAND  OF  LOW  VALUE  (60: 79-80 (b) ) 

Land  of  low  value  is  a  term  used  to  describe  property  in  tax  title 
that  has  a  value  not  in  excess  of  $5,000.00  (see  ICR  86-210,  page  5-43). 
The  first  consideration  in  declaring  a  title  of  land  of  low  value  is  to 
determine  the  value  of  the  property  covered  by  the  tax  title.  With 
virtually  every  community  revalued,  it  is  fairly  safe  to  use  the 
assessed  value  as  a  guide.     However,  if  your  community  does  not  have 
100%  assessed  valuation,  then  the  100%  value  of  the  property  should  be 
calculated.     Before  the  commissioner  of  revenue  will  issue  an  affidavit, 
the  board  of  assessors  must  give  its  opinion  as  to  the  fair  market  value 
of  the  property.     It  is  entirely  possible  that  even  though  your  munici- 
pality is  at  100%  valuation,  the  board  of  assessors  may  state  that  the 
fair  market  value  is  higher  than  $5,000.00.     If  this  is  the  case,  then 
the  commissioner  of  revenue  will  not,  under  any  circumstances,  issue  an 
affidavit  to  the  effect  that  that  particular  property  is  land  of  low 
value.     Any  parcel  which  does  not  qualify  as  land  of  low  value  must  be 
foreclosed  in  the  Land  Court  under  the  procedure  just  discussed. 

AFFIDAVIT  TO  ALLOW  FORECLOSING  BY  PUBLIC  SALE 

For  parcels  whose  value  does  not  exceed  $5,000.00  in  value,  where  the 
value  is  insufficient  to  meet  the  taxes,  interest,  and  other  charges, 
including  the  expenses  of  a  foreclosure,  the  treasurer  may  apply  to  the 
commissioner  of  revenue  for  an  affidavit  to  allow  foreclosing  the  tax 
title  by  a  sale  at  public  auction.     At  least  90  days  from  the  date  of 
taking,  the  treasurer  prepares  a  statement,  in  duplicate,  for  each  tax 
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title  which  appears  to  qualify.     The  face  of  the  statement  is  completed 
and  signed  by  the  treasurer;   the  back  of  the  statement  is  completed  and 
signed  by  at  least  a  majority  of  the  board  of  assessors  (see  State  Tax 
Form  452A,  pages  5-45  -  5-46). 

The  Application  for  Affidavit  to  Foreclose  Tax  Title  Land  of  Low 
Value  (see  State  Tax  Form  451,  page  5-47)  is  submitted  to  the  commis- 
sioner, listing  each  of  the  parcels  for  which  a  statement  has  been 
prepared,  with  copies  of  the  statements. 


MAJOR  PROCEDURES  IN  FORECLOSING  LAND  OF  LOW  VALUE 
(ASSESSORS  MUST  DECLARE  PROPERTY  TO  BE  WORTH  LESS  THAN  $5,000) 


1.  Treasurer  applies  to  Commissioner  of  Revenue  for  an  affidavit  to 
allow  foreclosure  of  tax  title  to  land  of  low  value  by  sale  at  public 
auction . 

2.  Commissioner  of  Revenue  issues  affidavit  to  municipality. 

3.  Treasurer  records  foreclosure  affidavit  with  Registry  of  Deeds. 

4.  Treasurer  posts  and  publishes  notice  of  public  auction  14  days  in 
advance . 

5.  Treasurer  notifies  interested  parties  by  certified  mail  of  public 
auction  14  days  in  advance.     (Not  required,  but  it  protects  the 
title  from  challenge  by  those  who  were  notified  [60:80A].) 

6.  Treasurer  conducts  public  auction. 

7.  Treasurer  prepares  and  records  deeds  for  new  owners  with  Registry  of 
Deeds . 

8.  Treasurer  sends  written  report  to  municipal  officials. 


After  the  application  and  statements  are  filed  with  the  commissioner, 
consideration  will  be  given,  and  an  affidavit  may  be  issued  by  the  com- 
missioner (see  State  Tax  Form  452,  page  5-49).     Should  any  parcels  not 
be  approved,   they  would  not  be  included. 

Once  the  affidavit  has  been  received  from  the  commissioner,  it  must 
be  recorded  or  registered  at  the  Registry  of  Deeds  by  the  treasurer.  If 
registered  land  is  involved,  a  separate  application  must  be  made  which 
covers  those  tax  titles  of  registered  land.     The  reason  for  the  separate 
application  is  that  the  commissioner  will  issue  separate  affidavits. 
The  affidavit  which  covers  recorded  land  is  recorded  at  the  Registry  of 
Deeds;  the  affidavit  which  covers  registered  land  is  registered  at  the 
Land  Court  section  of  the  Registry  of  Deeds. 
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NOTICES  OF  SALE  OF  LAND  OF  LOW  VALUE  AT  PUBLIC  AUCTION 


Once  the  coraraissioner ' s  affidavit  of  land  of  low  value  has  been  reg- 
istered and/or  recorded,   the  treasurer  is  authorized  to  hold  a  sale  at 
public  auction.     A  notice  of  the  sale  must  be  posted  in  some  public  and 
convenient  place,  usually  the  town  or  city  hall,  at  least  14  days  before 
the  sale  (see  State  Tax  Form  470,  page  5-51).     A  similar  notice  must 
appear  in  a  newspaper  published  in  the  municipality  at  least  14  days 
before  the  sale.     If  there  is  no  newspaper  published  in  the  city  or 
town,  the  notice  may  appear  in  any  newspaper  published  within  the 
county. 

In  addition,  in  order  to  protect  the  town  against  subsequent  claims 
that  the  tax  title  is  not  valid,  notices  of  the  sale  should  be  sent  to 
each  and  every  interested  party  (see  State  Tax  Form  470A,  pages  5-53  - 
5-54).     Interested  parties  include  the  owner,  mortgagee,  or  attaching 
creditors.     This  notice  must  be  sent  by  certified  mail,  return  receipt 
requested,  at  least  14  days  before  the  sale.     The  interested  parties 
have  the  right  to  redeem  the  tax  title  prior  to  the  sale.     If  redemption 
is  effected,  then  that  tax  title  is  withdrawn  from  the  sale. 

PUBLIC  AUCTION 

The  sale  is  a  simple  public  auction  held  at  the  appointed  time  and 
place.     The  treasurer  is  the  auctioneer.     While  all  the  tax  titles 
included  in  the  affidavit  may  be  sold  as  one  item,  generally  each  tax 
title  is  offered  separately.     The  statute  sets  forth  no  provision  as  to 
the  minimum  bid.     It  is  recommended,  however,  that  the  bidding  be 
started  at  whatever  amount  was  due  for  redemption.     If  the  tax  title  is 
sold  for  at  least  that  amount,  then  the  municipality  receives  what  is 
owed.     If  not  all  of  the  tax  titles  are  sold  at  the  original  time  and 
place  of  the  sale,  then  under  the  statute,  an  adjourned  sale  must  be 
held  before  the  town  can  take  title  of  the  property.     The  time  and  place 
can  vary,  and  the  treasurer  announces  when,  where,  and  at  what  time  the 
adjourned  sale  will  be  held.     The  adjourned  sale  involves  only  those  tax 
titles  which  were  not  sold  at  the  original  sale.     All  other  provisions 
regarding  the  sale  will  apply  to  the  adjourned  sale,  except  publication 
and  notice  provision. 

When  the  sale  is  concluded,  the  successful  bidders  have  ten  days  in 
which  to  pay  for  their  purchases  in  full.     They  must  also  pay  for  the 
recording  fees.     Recording  fees  for  deeds  of  recorded  land  are  presently 
$25.00.     The  registering  fee  for  a  deed  covering  registered  land  is 
either  $20.00,  where  no  new  certificate  of  title  is  to  be  issued,  or 
$25.00,  where  a  new  certificate  of  title  will  be  issued.     The  treasurer 
is  authorized  to  prepare,  execute,  and  record  or  register  the  deeds  for 
the  purchasers  (see  State  Tax  Form  474,   pages  5-55  -  5-56).     For  those 
tax  titles  which  were  not  sold,  either  at  the  original  or  adjourned 
sale,  a  deed  to  the  municipality  must  be  prepared  and  recorded  or 
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registered  (see  State  Tax  Form  475,  pages  5-57  -  5-58).     The  deeds  to 
the  purchasers  must  be  recorded  or  registered  within  15  days  of  execu- 
tion.    The  deed  to  the  municipality  raus t  be  recorded  or  registered 
within  60  days  of  the  sale. 

REPORTING  ON  PUBLIC  AUCTION  OF  LAND  OF  LOW  VALUE 

After  the  deeds  to  the  purchasers  and  to  the  municipality  have  been 
recorded  or  registered,  a  written  report  of  the  sale  is  prepared  on 
State  Tax  Form  486  (page  5-27).     Copies  are  sent  to  the  collector  of 
taxes,  board  of  assessors,  town  accountant  or  city  auditor,  board  of 
selectmen,  mayor,  and  city  council,  if  applicable,  so  that  each  of  the 
departments  or  persons  so  notified  will  take  the  appropriate  action. 
The  appropriate  actions  referred  to  by  the  various  department  are  as 
follows : 

1.  The  collector  of  taxes  will  no  longer  be  able  to  certify  out- 
standing taxes  to  the  tax  title  account  which  has  been  fore- 
closed.    If  there  are  taxes  due  which  have  been  committed  but  not 
yet  certified,  use  Chapter  58,  section  8,  to  abate  these  uncerti- 
fied taxes. 

2.  As  of  January  1  following  the  date  of  the  foreclosure,  the  board 
of  assessors  will  no  longer  be  able  to  assess  the  property  to  the 
former  owner. 

3.  The  accountant  or  auditor  should  adjust  the  accounts  to  indicate 
the  foreclosure  by  crediting  tax  titles  and  debiting  tax  posses- 
sions . 

4.  The  board  of  selectmen,  mayor,  and/or  city  council  act  to  proper- 
ly insure  the  premises,  sell,  rent,  or  lease  the  premises,  if  so 
desired;  or  to  evict  any  persons  occupying  the  premises. 

EXCESS  RECEIVED  AS  A  RESULT  OF  SALE  OF  LANDS  UNDER  LOW  VALUE  PROCEDURE 

If  any  of  the  sale  prices  exceeded  the  amount  due  the  municipality 
for  all  taxes.  Interest,  charges,  expenses  of  the  sale,  and  the  $50.00 
legal  fee  provided  for  in  the  statute,  then  the  excess  should  be  held 
for  five  years,  during  which  time  the  former  owner  has  the  right  to 
claim  the  excess.     Chapter  60,  section  79,  of  the  Massachusetts  General 
Laws  simply  states  "the  balance  (excess)  shall  be  deposited  with  the 
Town  Treasurer  to  be  paid  to  the  person  entitled  thereto  If  demanded 
within  five  years,  otherwise  it  shall  enure  to  the  Town."    There  is  no 
provision  that  Interest  be  paid  to  the  person  claiming  the  excess. 

A  claim  should  be  made  In  writing  and  submitted  to  the  treasurer. 
Unless  there  Is  some  doubt  about  the  claim,  the  monies  can  be  paid  to 
the  former  owner.     If  there  should  be  any  question  concerning  the  claim, 
then  the  dispute  should  be  resolved  by  a  court  of  law.     If  no  claim  Is 
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made  during  the  five-year  period,  the  excess  monies  belong  to  the 
municipality  and  can  be  released  and  turned  over  to  it. 

TITLE  CONFEJtRED  IN  LAND  OF  LOW  VALUE  PROCEDURE 

A  common  question  which  is  asked  about  foreclosing  land  of  low  value 
is  what  kind  of  title  is  transferred  under  the  procedure.  Massachusetts 
law  states  that,  provided  the  deeds  to  the  purchasers  and  to  the  munici- 
pality are  recorded  in  a  timely  fashion,  the  title  of  the  purchasers  and 
of  the  municipality  shall  be  absolute.     The  problem,  however,  arises 
when  the  purchaser  attempts  to  mortgage  the  property.     At  this  point, 
the  purchaser  will  be  informed  that  the  title  record  is  not  acceptable. 
Simply  stated,  the  lending  institution  will  not  accept,  for  mortgage 
purposes,  the  low  value  foreclosure.     The  purchaser  must  take  further 
court  action,  under  the  provisions  of  the  General  Laws,  Chapter  60, 
section  SOB.     This  is  a  proceeding  by  which  the  purchaser  petitions  the 
Land  Court  to  have  it  order  the  former  owner  or  owners  to  show  cause  why 
s(he)  or  they  should  not  be  forever  barred  from  contesting  the  validity 
of  the  tax  title  and  the  foreclosure.     The  proceeding  usually  takes  from 
nine  months  to  a  year  to  complete.     When  completed,  however,  the  title 
under  the  land  of  low  value  sale  is  generally  accepted  by  most  lending 
institutions  and  title  companies  (see  Form  LCP-6,  pages  5-59  -  5-62). 

NEW  LEGISLATION 

Chapter  283  of  the  Acts  of  1986,  which  amends  Chapter  60  by  inserting 
section  80c,  states  that  if  a  period  of  20  years  has  elapsed  since  land 
of  low  value  was  sold,  and  the  deed  has  been  duly  recorded,  the  title  is 
valid  even  if  there  was  a  defect,  irregularity,  or  omission  in  the  no- 
tice or  procedure  at  the  time  of  the  low  value  foreclosure. 
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[THIS  INSTUUMENT  NOT  VAIJD  UNLESS  RECOUDED  WITUI.N  60  ilAY?  (;F  1  UK  •  DATE  OF  TAKING) 
STATE  TAX— FORM  30I  INSTRUMENT  OF  TAKING 

THE  COMMONWEALTH  OF  MASSACHUSETTS 

 ...DANA      _    _   ■„ 

NAJtfB  or  CtTT  or  TCXWW 

OFFICE  OF  THE  COLLECTOR  OF  TAXES 

I,  ^.^\\rJ.:.S°^^}r.^.  CoUector  of  Taxes  for 

the   j^^^of  P.f.!?.?.  ,  pursuant  and  subject  to  the  provisions 

of  General  Laws,  Chapter  60,  Sections  53  and  54,  hereby  take  for  said  ^^^^  '-he  following: 
described  land: 

DESCRIPTION  OF  La:VD 

(The  dcja-pii.  n  mu.»t  I'e  ni'ticicollT  *^c-.uitt  to  idiciifv  the  pte-uiio  tod  wit>  the  tmc.ce  of  tjkjnjt.    In  the  cue  o( 

regiltetcu  land,  tile  Cemnirue  oi  Tije  Nuiiuicx  iaj  L-ie  Ke^^try   Voituoe  uia  P^e  tniut  be  cjveit.] 

Land,  approximately  1 .  H6  acres  located  and  known  as  13  Hardship  Road 
shown  on  the  Town  of  Dana  Assessors  Atlas  as  Map  7,  Block  3,  Lot  #13 
and  being  part  of  the  premises  recorded  In  Middlesex  South  District 
Registry  of  Deeds  in  Book  UOOI,  Page  287 
Assessed  to  John  O.  Public 

SUPPOSED  PRESENT  OWNER  -  Easy  Street  Realty  Trust 

Elizabeth  O.  Moneymaker,  Trustee 

Said  land  is  taken  for  non-paNTiicnt  of  Uixes  as  defuied  in  Section  43  of  said  Chapter  60 
assessed  thereon  to  .Jp.hn...P.A...Pw.bn.c  


for  the  year  19.S.5..,  which  were  not  p.aid  within  fourteen  ciays  after  demand  therefor  n-.u'lft  upon 

 J9l:<n...0:...PH?:'!*^  on  ^ay  .n.  igSS,,.,  ^^ow 

remain  unpaid  together  with  interest  and  incidental  expenses  and  costs  to  tlic  date  of  taUing  in  tlif 
amounts  hereinafter  specified,  after  notice  of  intention  to  take  said  kind  given  as  required  by  lav.. 

19_a5_TAXES  REMAINING  UNPAID  S-   

INTEREST  TO  tm.  o>Tm  o»  ta<i««   6S.H8  


INCIDENTAL  EXPENSES  AND  COSTS  to  thi  o»t  of  takino   l.T.'.^P. 


SUM  FOR  WHICH  LAND  19  TAKEN  %  SliB  ,  M  _ 

WITNESS  my  hand  and  seal  thia  .3.9*1?.  day  of  August   19.85  . 


(DATS  OP  TAKINO 


0^>|^>L<xVjA_/...  CoUector  of  Taxes  for  the  Jp^'^of  P.^P.?.. 


THE  COMMONWEALTH  OF  MASSACHUSETTS 

 MLDDLESEX  ^  A.^gHS*...39/.  19.85 

Then  personally  appeared  the  above  named  ^.^.".Y....'..-...^.?.?.?.!!^.^.  

and  ackno.vledged  the  foregoing  instrument  to  be  his  free  act  and  deed  ae^llector  of^axes, 
/\  irie..-J^./l4J^C^....^.:C--.  /^^^   

M,  .o^..,o.  .,p„e.  C.}^^   /S,   ■  ^"^-^  "^"''^  - 

 ,  19          at  o'clock  and  minutes  

Received  and  entered  with  Registry  of  Deeds, 

Book   Page   Document  No  ,  Certificate  of  Title  No  

Attest:   

Register 

THIS  FORM  APPROVED  BY  THE  DEPARTMENT  OF  REVENUE. 
FOPM   111*     MOBgS   &    WARREN.  INC-.  PUBLISHERS. 
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THIS  INSTRUMENT  SHOULD  BE  FILED  AT  ONCE  FOR  RECORD  OR  REGISTRATION. 


STATETAXFORM  44.  INSTRUMENT  OF  REDEMPTION 

TITLE  IN  MUNICIPALITY 

THE  COMMONWEALTH  OF  MASSACHUSETTS 

TOWN  OF  DANA 

NAME  OF  CITY  OR  TOWN 

OFFICE  OF  THE  TREASURER 

The  of  PAN  A  ,  Ulder  of  a  tax  title  under 

Town 

a  ^^^^  for  non-payment  of  the  19..85..  taxes  assessed  to  ...Rishajd..Penny.  


,  .    ,     instrument  of  taking          .           ^.^    j  .  j  Aiinii«;t 
on  land  described  m  the  x}x^6at]X(X^56Xl!«dc£  ^^^^eymg  said  title,  dated.. ...^.V.9.V.?.T...fV.'.  

oc       A  recorded             Middlesex  South  District  Registry  of  Deeds, 

19. .85..,  and^jegj^^j^^itn  •JftegiXtiCjXBkCCkt^ 

Book..}.P.9.P.8......  Page....?.?.?  ,  Document  No  ,  Certificate  of  Title  No  , 

does  hereby,  pursuant  to  General  Laws,  Chapter  60,  Section  62,  acknowledge  satisfaction  of  the 

,  ,        ,  instrument  of  taking, 
tax  title  account  secured  by  such      ^^nector's  deed. 

DESCRIPTION  OF  LAND 

AS  APPEARING  IN  INSTRUMENT  OF  TAKING  OR  TAX  COLLECTOR'S  DEED 

Land,  apRroxjmat^^^^^   

Lane, ,  shown  on  the^^T^ 
and  being  jf)art_  of  the  pre^^ 

R  eg  i  s  try  of  D  eed  s  „  j  n  B po  k . .  1 2  p  2  0 ,  Pag  e  4  9  

Assessed,  to  Rich^^ 


NAME  OF  PERSON  OTHER  THAN  THE  OWNER  OF  THE  FEE  RIGHTFULLY  REOEEMING  AND  REQUESTING  TO  BE  NAMED  IN  THIS  INSTRUMENT 

86 


Witness  the  execution  of  this  instrument  this  2ptli  Jay  of  .M^Y.  ,  19 

By...ci.,A<a.<il^<^   ,  Treasurer 


Isabelie  Cash 

THE  COMMONWEALTH  OF  MASSACHUSETTS 


 n  .Or.y.  .^.1?.....,  \9..20 

Then  personally  appeared  the  above-named  J^..»£.CX..Id..^.I..L.C^  

Treasurer  of  the  'Tq^-  of  \L^...Q^.K^..Q^  ,  and  acknowledged  the  foregoing 


Town 

instrument  to  be  the  free  act  and  deed  of  said 

town. 

Before  me. 

My  commission  expires 


■>v  j3ciorc  me,  x  / 


*  "  "^.y       NOTARY  PUBLIC  •  JUSTICE  OF  THE  PEACE 

THIS  FORM  APPROVED  BY  COMMISSIONER  OF  REVENUE. 

Form  390A     Hobbs  a  warren.  inc..  publishers  5-25 
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THIS  NOTICE  TO  BE  SENT  BY  REGISTERED  MAIL 


STATE  Tax  notice  OF  INTENTION 

FORM  430  TO  ASSIGN  TAX  TITLE 

THE  COMMONWEALTH  OF  MASSACHUSETTS 

Dana 

NAME  OF  CITY  OR  TOWN 

OFFICK  OF  THE  TREASURER 

Roy  A.  Bank  &  Susan  C.  Bank  ^  19 

NAKt  CF  O/.'NEP  OF  RECORD 

85  Castle  Road 

LAST  KNOWN  ADDRESS 

Dana 


You  are  hereby  notifted  that  after  the  expiration  of  ten  days  from  the  date  of  this  notice 

1,     .'sabelle  Cash   ,  Treasurer  of  the 

of          .  P^.n^  ...intend  to  assign  and  transfer 

I  ow  n 

to    Pa  u  I  J  .  R  ey  nol  d  s ,  22  Hol  l  y  hock  La  ne  


NAME  OF  INTENDED  ASSIGNEE 


the  tax  title  on  the  hereinafter  described  land  upon  the  payment  by  him  of  a  sum  not  less 
than  the  amount  necessary  for  redemption,  said  tax  title  havinu  been  acquired  by  said  city  or  town 

under  a  tax  collector's  deed  or  instrument  of  taking  dated  A.u.gus.t  ,  3.0^.  ,  19. ..8.5.., 

and  recorded     •  j       Middlesex  Registry  of  Deeds, 

Book..l.2.345  ..  .,  Page  6.80  ,  [  or  ]  Document  No  ,  Certificate  of  Title  No  


DESCRIPTION  OF  LAND 

iThe  description  must  be  sufficiently  accurate  to  identify  the  premises.    In  the  case  of  registered  land,  the  ceitifioate  of  title  number  must  be  given.] 

Land,  approximately  1.85  acres  located  and  known  as  85  Castle  Road 
shown  on  the  Town  of  Dana  Assessors  Atlas  as  Map  3,  Block  7,  Lot  #85 

and  bejng  part  of  the  pr^   

Registry  of  Deeds  in  Book  13685,  Page  289 
Assessed  to  Roy  A.  Bank  S  Susan  G.  Bank 


-,  Treasurer 


of  .P.ap.a. 


NAME  OF  CITY  OR  TOWN 


THIS  FORM  APPROVED  EY  COMMISSIONER  OF  CORPORATIONS  AND  TAXATION. 

FORM  887  HOBBs  &  Warren,  inc.  Publishers  5~29 
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COMMONWEALTH  OF  MASSACHUSETTS 
LAND  COURT 
DEPARTMENT  OF  THE  TRIAL  COURT 


The  undersigned  hereby  represent (s)  : 
that    the  land  hereinafter  described  was  taken  on  ....^.\^9[l^.?.t  ...30  ,    198  5  

(Date  of  Taking) 

for  non-payment  of  taxes  by  the  Gi*y--ef/  Town  of  P.^^.^  

in  the  County  of   Middlesex   by  instrument  dated  August  ...30.,...  1985 

and  recorded  or  registered  on   .?.ep.ten\b.er  30.,.  .198  5  

(if  registered)  as  Doc.  No   Cert.  No  

(if  recorded)  Book   12.3.45   Page   6.7.8  ; 

that     ( A-)  -  tn©t«-  tha-fl-t-wf»-years-fn5m-the  -d?tte-^-safe/ta4rirrg-  f  if  4)efore'  ■NoveTTtber-24r  l-974-)-,-or 

(B)   more  than  six  months  from  the  date  of  said  sale/  taking  (if  after  November  24,  1971) 
have  elapsed  and  no  redemption  has  been  made ; 
that    the  proceedings  aforesaid  have  been  conducted  according  to  law; 

that    the  deed  was  recorded  within   .6.Q  days  from  date  of  sale;* 

that    the  assessed  value  of  said  land  and  buildings  is  $....17.'..f*.9.9.*..9.9.   ; 

that    said  land  is  described  as  a  certain  parcel  of  land  situate   in   P.a.D.a.  

County  of  and  said  Commonwealth,  bounded: 

(Description  must  be  same  as  in  tax  deed) 

Land,   approximately  1.4  6  acres  located  and  known  as  13  Hardship  Road 
shown  on  the  Town  of  Dana   Assessors  Atlas  as  Map  7,  Block  3,   Lot  #13 
and  being  part  of  the  premises  recorded  in  Middlesex  South  District 
Registry  of  Deeds  in  Book  14001,  Page  287. 


that    the  following  are  the  names  ^nd  addresses  of  all  persons  known  to  the  undersigned  who  have 
any  interest  in  said  land  other  than  the  petitioner,  to  wit: 

Nome  Address  Nature  of  Interest 

Easy  Street  Realty  Trust         Easy  street  Supposed  Equity  Owner 

Elizabeth  0.  Moneymaker,         Metropolis,  flA 
Trustee 


Wherefore  your  petitioner Cs)  pray(s)  that  the  rights  of  all  persons  entitled  to  redeem  from 
said  proceedings  may  be  foreclosed;  that  said  Court  enter  a  decree  that  the  title  of  the  petitioner 
to  said  land  under  said  proceedings  is  absolute  and  that  all  rights  of  redemption  are  barred;  and 
for  such  other  and  further  relief  as  may  seem  meet  and  proper  to  said  Court. 

Name  V  y  ^  Street   .T.P.'^^^ri  .  H a  1 1  

Betty  I.  Coggins 

City  or  Town  ...D.ana  

On  this   .15th   day  of  ^^^.X   19H.. 

personally  appeared  before  me  the  within  named  .B.et.ty.... I..,. ..Coggins  

known  to  me  to  be  the  signer  of  the  foregoing  petition,  and  made  oath  that  the  statements 

therein  contained  so  far  as  made  of  own  knowledge  are  true  and  so  far  as  made  upon  in- 
formation and  belief  that                        believe   them  to  be  true. 

Before  me; 

5-31 

*  (see  over)  Notary  Public 


NOTE: 

CAVEAT 


*60  days  after  July  12,  1933 
30  days  before  July  12,  1933 


Noti 
as  soon 


ce  of  this  petition  should  be  filed  in  the  local  rpH.?trv  ur,r^r^  fv, 

3on  as  petition  is  entered  in  this  office.  ^  ^   ^  proper  form  (LCN2) 
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No. 


98765 


T.L. 


COMMONWEALTH  OF  MASSACHUSETTS 

LAND  COURT 
DEPARTMENT  OF  THE  TRIAL  COURT 

TO  ALL  WHOM  IT  MAY  CONCERN: 

Town  of  Dana  by  Betty  I.  Coqqins^  Collector  


hereby  give  notice  that,  on  the  30th  day  of  July  19  8  6 

filed  in  said  Court  a  petition  against*     Easy    Street  Realty  Trust.  Elizabeth  O.  

Moneymaker,  Trustee  

to  foreclose  a  tax  lien  acquired  under  a  certain  tax  deed  (or  deeds)  from  the  Collector  of  Taxes  for  the 

CKJC  (or  Town)  of       Dana  ,  in  the  County  of         Middl  esex  and 

said  Commonwealth,  to  me  dated  8/30/85        .and  recorded  with  Middlesex  Deeds 

in  Book  12345  Page  67  8  said  deed  (or  deeds)  covers  a  certain  parcel  of  land 

situated  in      Dana  in  the  County  of  Middlesex  and  said 

Commonwealth,  which  is  described  as  follows: 

Land,  approximately  1.46  acres  located  and  known  as  13  Hardship  Road 
shown  on  the  Town  of  Dana  Assessors  Atlas  as  Map  7,  Block  3,  Lot  #13, 
and  being  part  of  the  premises  recorded  in  Middlesex  South  District 
Registry  of  Deeds  in  Book  14001,  Page  287. 


*Name  all  respondents  as  in  petition. 
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COMMONWEALTH  OF  MASSACHUSETTS 

LAND  COURT 
DEPARTMENT  OF  THE  TRIAL  COURT 

Case  No.   T.L.  98765 

Town  of  Dana 


VS. 

Easy    Street  Realty  Trust,  Elizabeth  O, 
Moneymaker^  Trustee 


MOTION  TO  WITHDRAW  PETITION  TO  FORECLOSE 
RIGHTS  OF  REDEMPTION 

Now  comes  the  above  named  petitioner  and  moves  that  its  petition  be  withdrawn  from  further  consideration 
of  the  Court. 


RE:  Tax  Taking: 

Middlesex    county  Registry  of  Deeds 

12345  ^  Page_6Z8__ 


Book_ 

OR 

Document  No.. 


Certificate  No.. 


/ 


John  J.   Hughe's  /  Esq. 


Attorney  for  Petitioner 


LAND  COURT  USE  ONLY 

ALLOWANCE  OF  MOTION  AND  CERTIFICATE  OF  WITHDRAWAL 

The  above  referenced  motion  to  withdraw  is  allowed.  The  Court  orders  that  the  balance  of  deposit  after  deduc- 
ting fees  and  charges  to  date  be  herewith  returned  to  the  petitioner. 

This  notice  of  final  disposition  is  to  be  recorded  in  the  Registry  of  Deeds  referred  to  above  pursuant  to 
Section  75  of  Chapter  60  of  the  General  Laws. 

By  the  Court, 

Attest: 


CHARLES  W.  TROMBLY,  JR. 
RECORDER 

[seal] 

Dated  
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THE  COMMONWEALTH  OF  MASSACHUSETTS 
LAND  COURT 
DEPARTMENT  OF  THE  TRIAL  COURT 

Case  No.  T.rL.  98765 

AFFIDAVIT  AS  TO  MILITARY  SERVICE 


And  now  comes  the  ^^^^   Towri  of  Dan^^^   one 

of  the  ^^11^^^  pursuant  to  an  Act  of  the  76th  Congress  of  the  United  States  known  as  the  Soldiers' 

defendant 

and  Sailors'  Civil  Relief  Act  of  1940,  and  makes  affidavit  that  there  are  no  parties  ,       in  said 

respondent 

case  in  the  miUtary  service  of  the  United  States  within  the  meaning  of  said  Act,  as  now  effective. 

All  of  the  parties  interested,   served  by  registered  mail,  were  not 
in  the  military  service  of  the  United  States  or  its  allies  on  the 
date  of  taking  or  subsequent  thereto. 


 /:^../.lA: 

November .1^  19.86  John  J.  Hughes,  E: 

Subscribed  and  sworn  to  before  me, 


/  Notary  Public 


My  Commission  Expires:  11/13/92 


(Strike  out  what  does  not  apply) 

NOTE:  USE  THIS  FORM  ONLY  WHEN  POSITIVE  NO  RESPONDENT  IS  IN  MILITARY 
SERVICE  OF  THE  UNITED  STATES. 
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THE  COMMONWEALTH  OF  MASSACHUSETTS 
LAND  COURT 
DEPARTMENT  OF  THE  TRL\L  COURT 

M     T.L.  98765 
Case  No.  


AFFIDAVIT  AS  TO  MILITARY  SERVICE 


And  now  comes  die  plaintifi  Town  of  Dana  one 

of  die  plaiiitifis  pursuant  to  an  Act  of  the  76th  Congress  of  the  United  States  known  as  the  Solditrs' 

and  Sailors'  Civil  Relief  Acr  of  1940,  as  amended,  and  makes  affidavit  that  

* 


 „  defendant  (s) 

nof  in  the  luiliiarv  st  rvice;  and  as  to  any  other  persons  who  may  have  an  interest  in  the  land  described 
arc- 
in  tliis  cast-  1  am  utiable  to  determine  wliethcr  or  not  they  are  in  the  military  service  of  the 

United  States  widiin  the  meaning  of  said  Act,  as  now  eflfective 

All  of  the  parties  interested,   served  by  registered  mail,  were  not 
in  the  military  service  of  the  United  States  or  its  allies  on  the 
date  of  taking  or  subsequent  thereto. 


„        ,        ,  ,^nr  John  J.   Hughes,  Esq. 

Npyember.  19  8  6  ^       '  ^ 

Subscribed  and  sworn  before  me, 


/  r:;  /.:  

Notary  Public 

Notes:-    This  aff^da^'it  is  to  be  used  in  all  tax  lien,  miscellaneous  and  supplemental  cases  where  publica- 
tion has  btcn  orderctl  by  the  Court. 

It  nmsi  be  fdled  in  to  cover  the  mihtary  status,  as  of  the  date  it  is  filed,  of  all  known  defendants. 

*In  the  body  of  the  affidavit  it  should  be  stated  that  none  of  the  defendants  served  by  regis- 
tered mail  (or  deputy  sheriff)  are  in  the  military  service,  if  such  be  the  fact. 

The  last  printed  allegation  should  not  be  stricken  from  the  affidavit  under  an)'  circiimstaiKcs 

because  it  covers  interests  not  of  record. 
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COMMONWEALTH  OF  MASSACHUSETTS 

LAND  COURT 
DEPARTMENT  OF  THE  TRIAL  COURT 


No 


T.L.  98765 


In  the  matter  of  the  Petition  of  .Tow.n...pf  ...Dana  v,^   Street  ...Re 

Trust,  Elizabeth  O.  Moneymaker,  Trustee 


And  now  comes  the  petitioner  in  the  above  entitled  case  and  moves  that  a  general  default  of  all 
parties  defendant,  whether  named  in  the  notice  or  not,  who  have  not  appeared  or  answered,  be  recorded, 
and  that  the  application  as  to  them  be  taken  for  confessed. 


L 


/ 


John  J.   Hughes,  Esa 


Attorney  ^/  Peti^ 


mer 


No. 


MOTION  FOR  GENERAL  DEFAULT 

Allowed  by  order  of  Court 
(  ) 

Justice 


Assistant  Clerk 


Form  LC-M-1.  5M  3-86 
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The  Commonwealth  of  Massachusetts 
DEPARTMENT  OF  REVENUE 


Division  of  Local  Services 


PROPERTY  TAX  BUREAU 


INFORMATIONAL  GUIDELINE 
RELEASE  NO.  86-210 


Ira  a.  Jackson 

CoMM  I  SSI  ONER 


Edward  J.  Coi-uins,  Jr. 
Deputy  Commissioner 


Subject:  Change  in  Land 


of  Low  Value  Limit 


Jdne  1986 


II 


LAND  OF  LOW  VALUE"   INCREASED  TO  $5,000 


Chapter  89  of  the  Acts  of  1985 
(Amending  G.L.  Ch .   60  S.  79) 


SUMMARY: 

This  Act  increases  from  $2,500  to  $5,000  the  value  of 
real  estate  on  which  tax  title  may  be  foreclosed  under  the 
"Land  of  Low  Value"  procedure. 

GUIDELINES: 

1.  Tax  titles  on  real  estate  having  a  value  not  in 
excess  of  $5,000  may  now  be  foreclosed  utilizing 
the  land  of  low  value  procedure. 

2.  Existing  supplies  of  State  Tax  Form  451  (application 
for  Commissioner's  affidavit)  may  be  used  if  the  value 
of  $2,500  appearing  in  line  4  of  the  form  is  changed 
to  read  $5,000. 


• 


Harry  M.  Grossman,  Chief 
Lucille  F.  Bayes,  Asst.  Chief 


PROPERTY  TAX  BUREAU 


(617) 727-4231 
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•TATC  TAX  romtt  4«IA 


STATEMENT 
RELATIVE  TO  TAX  TITLE 
TREASURCR  TO  COMMISdONBII 


THE  COMMONWEALTH  OF  MASSACHUSETTS 


Town  of  Dana 

HAHC  OP  CITT  OH  TOWM 


OFFICE  OF  THE  TREASURER 


No. 


The  following  information  tending  to  establish  the  validity  of  this  tax  title  on  the  hereinafter  described  parcel 
of  l.ind  appears  in  the  records  of  the  assessors  and  of  the  collector  of  taxes  and  in  the  certification  of  the  assessors  on 
the  reverse  side. 

1978- 

LAND  FOR  19..89   TAXES 

Assessed  to  fri^^??«*l:!..!r^R?ia/...T/:i^stee  

NAMt  or  rmsoH  amiikd  in  rat  tiaji  op  thc  tax  pen  which  thi  land  was  taken  on  toLo 


Source  of  Title  of  Person  Assessed:  or 

PtVOBATC  OR  OTHrn  HBCORO 

Acquired  ^  deed  ^^J^.wi*     Middlesex  ..North  .Di^^^^^^  

Book  Z3D.9        Ptge  2fil  XSidiUWiMXtX  XXfiWM©4KXiK<X*9<  

Description  is  •ppeiring  in  19....7.S....  Valuation  Book: 


Valuation  Book  signed  on  ...O.C.t0.b.er...25.   19.27...      By  ....Har:Qid..E  CalUn   | 

T.!.'!19.t.hy....A..v..McNo!.t  j  Assessors 

Tax  Committed  to  .Betty.  l..  j:ogg ins  CoUector  of  Taxes,    ...October  ..2.5,   19.77  

Demand  made  00   .l„i.?.Sbe.tll...Cap.0.ra.,....T.rUS.tfie  ,   A.ugust...l.5,  ,  19.80  

Land  advertised  in  r-l^^^..^^??;^  NoYember...20,   ,9.80  


Description  as  appearing  in  advertisement: 
Berwitt  Lot  62 

On  a  plan  of  land  entitled  Berwitt,  Plan  Book  12,  Plan  10. 
Recorded  In  Middlesex  North  District  Registry  of  Deeds.  For  further 
description  see  deed  in  Registry  Book  2309,  Page  261. 

Sfc)4rK«<«*J«<MiX  XK  

Notice  of  Taking  or  Sale  posted  at  (1)   l9.yy.P....Ha.n  

(2)   P.ost...Q,ffj.ce  Navember  20   1980  ... 

Taking  made  on  .P.ec.ember...i»   ,9...aD  

SSiMXMdCdfaX  X?(          )«MR«»«}?*XIK«»«<  .MX  

SS^S<  ''S-'^  Betty...!. ,..Coggins   CoUector  of  Taxes 

0°   Jaruiary...2a   l9...aJ  with   Mx...Ka....Dist  )^g>^iK' 

Book  3^.1.!         Page.....!».33.  A^diMdiUMX.  X3«(06ilfcX.J< XiXaOXcX  

Stibsequent  Taxes  and  Assessments 

19...^..!.        Certified  on  ...January. . fit   19  .  82....      |  2U.,..?.?  

1982     Certified  on    March  17                   1983  50.00 
19..a3        Certified  on   October...l.8  ,  19...8tt.....      t  62.5.0  

19...?.!'.        Certified  on   QjCtober....l.8   19...8.1.....      |  5a..0jQ  


SUBSCRIBED  THIS  ^  2nd...^.  day  of... April   1986,  UNDER  THE  PENALTIES  OF  PERJURY 

lJi.A<X.lk^(jUL  .CjcL;^^   Treasurer  of  IP.yy.n....Qf....D.an.a  

NAMC  OP  CITT  on  TOWM 

THIS  FORM  APPROVED  BY  COMMISSIONER  OF  CORPORATIONS  AND  TAXATION 
FORM     128      HOBBS  ft  WARREN.  INC.     REVISED  NOV.  I»75  (OVER) 
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CERTIFICATION  OF  BOARD  OF  ASSESSORS  RELATIVE  TO 
FORECLOSURE  OF  TAX  TITLE  LAND  OF  LOW  VALUE 


I.  Location  and  description  of  parcel  of  land  taken 


Berwitt  Lot  62 


Plate:  H 


Parcel:  38 


2.  Dimensions  of  parcel: 

a.  Area  (specify  square  feet  or  acres) 


4,000  Sq.  Ft. 


b    Frontage  (in  feet) 


10  Feet 


3.  Minimum  allowable  dimensions  and  zoning  classification  for  development  at  this  location 

Zoning:  Rural  Residence  -  requires  50,000  Sq.  Ft.  with  minimum  200'  width 
200'  depth. 


■i.  Specify  topography  of  land  —  level,  wet,  steeply  inclined,  rocky  or  other  characteristic.   If  more  than  one  applies, 
indicate  proportion  of  each.    As  shown  on  Green  Engineering  Floodplain  Map  -  Plate  31, 
,  there  is  a  small  knoll  at  the  front  of  the  lot  (possible  ledge  outcrop)  then  it 
graduallY  slopes  off  tow^ 


5.  List  and  describe  improvements,  if  any       No  improvements 


6.  Assessed  valuation  of  this  parcel  as  of  January  1  of  the  current  year  $  2,  500.00 

7.  Fair  cash  valuation  of  this  parcel  as  of  this  date  $  3,370.00 

Under  penalties  of  perjury,  the  undersigned  declare  that  the  above  information,  to  the  best  of  their  knowledge  and 
behef,  is  true,  correct  and  complete.  Subscribed  this  I7th        day  of      June  ,  19  86 


BOARD  OF  ASSESSORS  OF    Dana,  MA  55555 
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STATE  TAX    FORM  «B1 


THE  COMMONWEALTH  OF  MASSACHUSETTS 

Town  of  Dana 


APPLICATION  FOR  AFFIDAVIT 
TO  FORECLOSE  TAX  TITLE 
LAND  OF  LOW  VALUE 


NAMK  or  CITY  OH  TOWN 

OFFiei  OF  THE  TREASURER 


April  .2, 


SHEET  No  I 

..,  19.8.6... 


To  Department  of  Revenue, 

Stale  Office  Building,  100  Cambridge  Street,  Boston,  Ma.ssachusetls  02204 

If,  upon  inquiry  into  the  value  of  each  parcel  of  land  held  under  an  instrument  of  taking  or  a  tax  title  deed  as  listed  herewith 
and  the  validity  of  the  tax  title  held  thereon,  you  are  of  the  opinion  that  such  land  is  of  insufficient  value  to  meet  the  taxc--, 
interest  and  charges,  and  all  subsequent  taxes  and  assessments  thereon,  together  with  the  expenses  of  a  foreclosure  of  the  rights 
of  redemption  under  General  Laws,  Chapter  60,  Section  69;  that  none  of  such  parcels  exceeds  $5,000  in  value;  and  thai  the  facts 
essential  to  the  validity  of  the  tax  titles  on  such  lands  have  been  adequately  established,  you  are  requested  to  make  affidavit  of 
such  finding  in  order  that,  upon  the  recording  of  said  affidavit,  all  the  parcels  of  land  therein  included  may  be  sold  in  compliance 
with  the  provisions  of  said  Chapter  60,  Sections  79  to  808,  inclusive. 


No. 

NAME  OF  PERSON  ASSESSED  IN  THE  YEAR  OF  THE  TAX 
FOR  WHICH  THE  LAND  WAS  TAKEN  OR  SOLD 

REGISTERED  LAND  MUST  BE  LISTED  ON  SEPARATE  SHEET 

Yeir 
of  tlx 

for 
which 
lind  wu 
tikoi 
or  sold 

Dite 
of  Taking 
or  Sale 

INSTRUMENT  OF  TAKING 
OR  TAX  TITLE  DEED 

Amount  of 
Tlx  Title 
Account 
on  Dale  of 
Application 
for 
Affidavit 

Estimated 
present 
value 
of  land 

A^se^sed 
V'aJue 

LOCATION  OF  PARCEL 

RECORDED 

REGISTERED 

Book 

Page 

Certificate  of 
Title  No. 

1 

j  Lizabeth  Capora,  Trustee 
1  Berwitt  Lot  62 

1978- 
1980 

12-4-80 

Do  not 

3641 

us*  both  c 

433 

oliuBuu  on  Bomo  ih«*t 

437 

99 

E^37CL 

2 

1  Lizabeth  Capora,  Trustee 

1  Rochester  Park  Lots  648  and  649 

1978- 
1980 

12-4-80 

3641 

435 

384 

99 

p3500 
^  ^  ouu 

3 

Lizabeth  Capora,  Trustee 
River  Trees  Unit  5 
BIk.  C  Lots  30  and  31 

1978- 
1980 

12-4-80 

3641 

437 

I 

516 

31 

e450^ 
^3300 

4 
5 
6 



7 

Don  A.  Ham 

Floral  Acres  Lot  785 

1977- 
1980 

12-4-80 

3641 

481 

634 

82 

£1200 
^31 00 

Don  A.  Ham 

Rings  Corner  BIk.  H  Lots  29-31  inc. 

1977- 
1980 

12-4-80 

3641 

483 

509 

35 

,-4730 
^  3500 

Don  A.  Ham 

Cutting  Lake  Park 

PI.  A  Lots  516-518  inc. 

1977- 
1980 

12-4-80 

3641 

484 

503 

03 

f4700 
a3500 

M  6  M  Construction  Corp. 
Middle  Park  Lots  204  and  205 

1978- 
1980 

12-4-80 

3641 

517 

 .  .  

1  

440 

80 

e1780_ 
a2800_ 

8 
9 

Robert  0.  Pile 
Pinewood  Manor  Lot  1055 

1978- 
1980 

12-4-80 

3641 

573 

1 

415  05 

E_8Q0_ 
A  600 

Royal  Construction  Co.,  Inc. 
Lakeview  Park  Lot  253 

1978- 
1980 

12-4-80 

3641 

575 

483 

65 

e3650_ 
aIZOO. 

____ 
10 

William  J.  and  Mary  M.  Riles,  Trs. 
Pinewood  Manor  Lots  293  and  294 

1978- 
1980 

12-4-80 

3641 

596 

654 

99 

e390P 
a2900_ 

1 

-j 
1 
1 
1 

E  

A 

-. ...  J 

< 
1 

E  

i 

i 

!  E  

A  

E  

i  A  

1 

1 

f 
1 

1 

E  

A_  

i 

1 

1 

E  

A  

Isabelle  Cash 


TOTAL  NUMBER  OF  SHEETS  ATTACHED. 

,.,  Treasurer  of   .T.P.yV.n  Pf  Rana  


ME  or  CITY  ON  TOWN 


FORM  130  HOBBS  &  Warren  inc  Publishers  -  Rev  Chapter  89  Effective  Sept  9,  1985  -  THIS  FORM  APPROVED  BY  THE  COMMISSIONER  OF  REVENUE 
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POMM  at  AFFIDAVIT 

TO  rOMECLOH  TAX  TITLX 

THE  COMMONWEALTH  OP  MASSACHUSETTS  tANO  op  low  valuc 

DEPARTMENT  OF  REVENUE 


•HCKT  NO.  I 


To.. 


..IsabeMe  Cash  ^  Treasurer  of 


Town  of  Dana 

•UMi  or  cmr  en  town 


I,  Ira  A.  Jackson  Commissioner  of  Revenue,  hereby  mike  t/fidavit  that  in  my  opinion  the 

value  of  each  parcel  of  land  held  by  .T.9.yy.n...o.f  Pana  

under  an  instrument  of  taking  or  a  tax  title  deed  listed  herewith  is  insufficient  to  meet  the  taxes,  interest  and  charges, 
and  ail  subseauent  taxes  and  assessments  thereon,  together  with  the  expenses  of  a  foreclosure  of  the  rights  of  redemption 
under  General  Laws,  Chapter  60,  Section  69;  that  none  of  such  parcels  exceeds  $2,500  in  value;  and  that  the  facts  essential 
to  the  validity  of  the  tax  title  on  each  of  such  parcels  have  been  adequately  established. 


No. 

MAKE  or  rtttON  AtlESSID  IN  THE  VtAK  Or  THE  TAX 
rOE  WHICH  THE  LAND  WAI  TAKEN  0>  (OLD 

\tu 
of  ttx 

for 
which 
Und 
»u  taken 
or  iold 

Due 
of  TiJiing  or 
Stic 

INSTEUMEHT  Or  TAKING 
OE  TAX  TITLE  DEED 

■tCCOIDtD 

11 C  C I  ST  E  It  C  D 

lACATiOK  or  rAkCII. 

Book 

Page 

Certificale  of 
Tille  No. 

1 

Lizabeth  Capora,  Trustee 
Berwitt  Lot  62 

1978- 
1980 

12-4-80 

3641 

433 

2 

Lizabeth  Capora,  Trustee 
Rochester  Park  Lots  648  and  649 

1978- 
1980 

12-4-80 

3641 

435 

3 

Lizabeth  Capora,  Trustee 
River  Trees  Unit  5 

R  1  Lc       r*     i  r\tc     1C\    ^  r\H  11 

1978- 
1980 

12-4-80 

3641 

437 

4 

Don  A.  Ham 

Floral  Acres  Lot  785 

1977- 
1980 

12-4-80 

3641 

481 

5 

Don  A.  Ham 

Rings  Corner  BIk.  H  Lots  29-31  Inc. 

1977- 
1 980 

12-4-80 

3641 

483 

6 

Don  A.  Mam 
Cutting  Lake  Park 

.PI.  A  Lots.  516  518  . inc.  

1977- 
1980 

12-4-80 

3641 

484 

7 

M  &  M  Construction  Corp. 
Middle  Park  Lots  204  and  205 

1978- 
1980 

12-4-80 

3641 

517 

8 

Robert  0.  Pile 
Pinewood  Manor  Lot  1055 

1978- 
1980 

12-4-80 

3641 

573 

9 

Royal  Construction  Co.,  Inc. 
Lakeview  Park  Lot  253 

1978- 
1980 

12-4-80 

3641 

575 

10 

William  J.  and  Mary  M.  Riles,  Trs. 
Pjnewood  Manor  Lots  293  and  294 

1978- 
1980 

12-4-80 

3641 

596 

TOTAL  NUMBER  OF  SHEETS  ATTACHED 


0 


There  are  attached  hereto  and  made  a  part  hereof,  as  provided  for  by  General  Laws,  Chapter  60,  Section  79, 
10    Statements  Relative  to  Tax  Titles  which  severally  refer  to  th^b<^(|r^ntj^ed  parcels  and  are  corres- 
pondingly numbered. 

 Jy'y...?,  ,  19  86. 


COMMISSIONER  OF  RE.VENUC 


thc  commonwealth  of  massachuwtts 

. . .  S  uf  f  p  I  k .  Com  at.y  ss. 


Then  personally  appeared  the  above-named     Ira  A.  Jackson 
made  oath  that  the  foregoing  affidavit  by  him  subscribed  is  true,  before  me, 


My  commission  expires.. A.. 19.. 


 July.  9,  ,   19  86... 

Commissioner  of  Revenue,  and 

—    -  / 
t;  .l  .^.t'     ..i_v..,.-.A.j~.  X 

N^AMY  PuaLic  —  iiisricc  or  tmi  rcAcs 
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State  Tax  Form  470 


NOTICE  OF  SALE  MUST  BE  PUBLISHED  IN  A  NEWSPAPER  PUBLISHED  IN  THE  TOWN.    IF  ANY.   OTHERWISE   IN   THE  COUNTY. 
AND  MUST  ALSO  BE  POSTED  IN  SOME  PUBLIC  AND  CONVENIENT  PLACE  AT  LEAST  14  DAYS  BEFORE  THE  SALE. 


THE  COMMONWEALTH  OF  MASSACHUSETTS 


DANA 

NAME  OF  CITY  OR  TOWN 


OFFICE  OF  THE  TREASURER 


NOTICE  OF  SALE  —  LAND  OF  LOW  VALUE 


September  1,  1986 

NOTICE  IS  HEREBY  GIVEN  THAT  on  September  15     19  86  at.  9=  00  A,.  M., 

at  Dana  .  Town  .  Hall  ,  pursuant  to  the 

PLACE  OF  SALE 

provisions  of  General  Laws,  Chapter  60,  Sections  79  to  8OB,  inclusive,  and  by  virtue  of  the 
^^^^^^  on  •i'.H'.Y...!^  ,  19..^^  ,  of  an  affidavit  of  a  finding  by  the  Commissioner 


of  Revenue,  with  ....  M'.dd'esex  S9uth 


Registry  of  Deeds, 
?<Rfe^iffiK3KB}^6fi>^S( 

Book..  9.4.3.6  ,  Page  .2.24  ,  Document  No  ,  Certificate  of  Title  No  , 


I  SHALL  OFFER  FOR  SALE  AT  PUBLIC  AUCTION,  severally  or  together,  certain  parcels 
of  land  of  low  value  listed  in  said  affidavit,  said  parcels  having  been  taken  or  purchased 
by  the         Town.. of... Dana  for  non-payment  of  the  taxes  due  thereon. 


NAME  OF  CITY   OR  TOMN 


,  Treasurer  of  the 


Town  of  Dana 


NAME  OF  CITY  OR  TOWN 


THIS  FORM  APPROVED  BY  COMMISSIONER  OF  REVENUE 

FORM    135    HOBBS  a  WARREN.  INC..  PUBLISHERS   REV.  1963  CHAP  201 
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State  Tax  Form  470A 

SEND  THIS  NOTICE  BY  REGISTERED  MAIL.  RETURN  RECEIPT  REQUESTED.  AT  LEAST  14  DAYS  BEFORE  THE  SALE.  TO 
ANY    PERSON    HAVING    A    RIGHT  OF   REDEMPTION    OR    ANY    OTHER    INTEREST    IN    ANY    OF    THE    PARCELS    TO    BE  SOLD. 

THE   COMMONWEALTH   OF  MASSACHUSETTS 

Dana 

NAME  OF  CITY  OR  TOWN 


OFFICE  OF  THE  TREASURER 

r  n 


NOTICE  OF  SALE 


Lizabeth  Capora,  Trustee 
1223  Wedgewood  Drive  LAND  OF  LOW  VALUE 

Dana,  MA     02222  foreclosure  of  tax  title 

L  J 

September  1  29  86 

NOTICE  IS  HEREBY  GIVEN  THAT  on.  September  15  19.  86  at...  9  :  00   .A....M., 

at  Dana  Town  Hall  ^  pursuant  to  the 

PLACE  OF  SALE 

provisions  of  General  Laws,  Chapter  60,  Sections  79  to  8OB,  inclusive,  and  by  virtue  of  the 

recording   July  15   19. .86  of  an  affidavit  of  a  finding  by  the  Commissioner 

r5g.i«t-eHHg  ■' 

of  Corporations  and  Taxation,  with  Middlesex  ...SQUth   Regisiry  of  Deeds, 

Book.-  94  36.    ^  Page.  .224  ,  Document  No.  .   ,  Certificate  of  Title  No.   , 

I  SHALL  OFFER  FOR  SALE  AT  PUBLIC  AUCTION,  severally  or  together,  certain  parcels 

of  land  of  low  value  listed  in  said  affidavit,  said  parcels  having  been  taken  or  purchased 

by  the'^l^^of  ^ana  t^^^  non-payment  of  the  taxes  due  thereon. 

Further  notice  is  given  that  the  following  land  in  which  you  appear  to  have  an  interest  is 

included  in  the  affidavit  referred  to  above. 
Berwitt  Lot  62 

DESCRIPTION    AS    GIVEN    IN    ORIGINAL    NCflCE    OF-    TAKING    <JR  SALE 

On  a  plan  of  land  entitled  Ber^  10. 

Recorded  in  Middlesex  No       District  .Registry,  of.  Deeds ,  For  f urthur  

 description  see  deed  in  Reg j .st  r y . .  Book  2309.  .  Page  2  6.1  

ATTACH    RIOER    IF    MORE   SPACE    IS  REQUIRED 

Amount  Required  for  Redemption  on  Above  Date  of  Sale,  $  


Your  attention  is  directed  to  Section  80A,  inserted  in  said  Chapter  60  by  Chapter  594  of  the 
Acts  of  1941,  which  is  printed  on  the  reverse  side  hereof. 

...\S>^..<>.^^JL>JL^^.-  .Ct>r.<?Js=  ,  Treasurer  of  the  ■^''^'^J^^  of  P^P.^.  

THIS  FORM  APPROVED  BY  THE  DEPARTMENT  OF  REVENUE. 
FORM  125  HOBBS  &  WARREN,  INC.  PUBLISHERS  5-53 


GENERAL  LAWS,  CHAPTER  60,  §  80A 
As  Inserted  by  Acts  of  1941,  Chapter  594 
Section  8  OA.  Any  person,  having  a  right  of  redemption  or  any  other  interest 
in  the  land  conveyed  or  purporting  to  be  conveyed  under  section  seventy-nine  or  section 
eighty,  upon  whom  service  of  the  notice  of  sale  provided  in  said  section  seventy-nine  has 
been  made  by  registered  mail,  who,  prior  to  the  sale,  neither  redeems  the  land  nor  brings 
proceedings  to  enjoin  the  sale,  shall,  upon  the  recording  of  the  deed  as  required  by  said 
section  seventy-nine  or  said  section  eighty,  be  forever  barred  from  raising  any  question 
concerning  the  validity  of  the  title  conveyed  thereby,  and  a  statement  contained  in  the 
treasurer's  deed  that  such  service  has  been  made,  naming  the  persons  who  were  served  by 
registered  mail,  shall  be  prima  facie  evidence  thereof. 
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TNIt  OIID  NOT  VAIID  UNlltl  tKOIOID  IT  TNI  T«I«IMII  WITNIN  FIFTIIN  DtTI  AHH  TNI  IIIOIIION  TNUIOF  IN  THI  PNfll  lUltTtT  Of  tliOt. 


•TATVTAS    FORM  474 


TREASURER'S  DEED  TO  A  PERSON 
L>ND  OF  LOW  VALUE 


THE  COMMONWEALTH  OF  MASSACHUSETTS 


DANA 

NAMt  OP  CITT  OR  TOWN 


OFFICE  OF  THE  TREASURER 

I  l.53i)«l.l.e...C.a.5.h   Treasurer  of  the^?j*  j[  of  P.?.??.. 


pursuant  to  the  provisions  of  General  Laws,  Chapter  60,  Section  79,  in  consideration  of  ...T.WO...ThD!U.San.d...F.iy.e  

..  Hundred  1^  dollars  to  me  paid,  hereby  grant  to  A.r.tb.Ur..Mc.P.er.mO.U  

  of  

dcfstribcJ  in  the  instrument  of  taking  or  tax  collector's  deed  to  which  reference  is  made  in  the  following  schedule 


^^^^  ^'^A^^' 


N.VMH  OF  IfltSdN'  As!;r.SSM)  IK  THE  Yr.\R  OF  THC 


INSTRUMFNf  OF  TAKING 


T.\.\   FOR   WHICH    nil:  LANO  WAS   TAKtN  OK   SOI  P 

RECORDED        |  REGISTERED 

liY   RK.ISITRrD   MAIL   WITH  NOTICE  OP 
SAIE  l/NDCR  (IIAP1ER  60.  SECTION  80  A. 

LOCATION  OP  PARCEL 

Book 

3641 

Page 

433 

Document  N<i. 

Cf  riificatc  of 
T.tlt  No. 

LIzabeth  Capora 
Berwitt  Lot  62 

Lizabeth  Capora 

(ATTACH  SCHEDULE  IP  MORE  SPACE  IS  NEEDED.   STA  PE  NUMBER  OF  SCHEDUIj;S  ATTACHED   ) 


tlxalion, 


rcconled 
r?cistered 


The  land  hereby  granted  was  included  in  an  affidavit  made  by  Tlic  Commissioner  of  Corporations  and 

 j^^^-"'  -s^-.  -  


Book    !.2''.36  _  Page  ^  Document  No  ,  Certificate  of  Title  No.. 


relative  to  the  value  of  certain  parcels  of  land  p^^^J^^j    by  S2i<^  ^^.^  for  non  payment  of  taxes  and  to  the  validity 

of  the  tax  titles  held  thereon;  and  was  offered  for  sale  at  pul>lic  auction  on...   ?.®P.*?.'T't>.?.r....l^.  ^  19...?.^..., 

in  anWiljiKc  uilh  a  notice  of  sale  posted  on  Septefnb.^r  ..1..   19...8.6  ^ 

Dana  Town  Hall,  Post  Office,  Billerica  News 

in   .   _  

•SPICirV    Pe*rt    WHEME    NOTICE    'WAS   POSTED  I     ALSO  GIVE  DATE  AND  NAHC  OP  NCWSPAPIK  IN  WHICH  NOTICE  WAS  PUBLISHED 

.iiul  was  soM  III  (he  above  n.iincd 

at  llic  original  time  .'lul  plaee  appointed  for  the  sale, 
P""''%XXiXiX))CXiKi>«KXfXX<Xsl(lXXiX  ,  19  ,      he  being  the  highest  bidder  whose  bid  was 

lU't  rejeelc.l  as  inadequate. 

1  Ills  deed  IS  given  with  the  covenant  that  the  aforesaid  sale  was  in  all  particulars  conducted  according  to  law. 


r     .  1  1  J     .       .  .u  30  ,     ,  November 

lixeeulcJ  as  a  scaled  instrument  this  day  of  

S)^..x,..L.r^}^i..s.  Q..C...AL    ,  Ireasurer  of  the  >f^^  of  Dana 

Town 


19.. 


86 


.,  ss 


THE  COMMONWEALTH  OF  MASSACHUSETTS 

October  2, 


Middlesex 

Then  personally  appeared  tlie  above-named  

and  acknowledged  the  foregoing  instrument  to  be  his  free  act  and  deed  as  Treasurer  as  aforesaid,  before  me. 


December  19,  ,,89 

My  comnii*sion  etpiro  '  ,  19. 


...  19. 


86 


NoJUry  Pubii^  —  Justice  of  tbc  P«are 


THIS  FORM  APFROVEO  BY  STATE  TAX  COMMISSION 


(  ORM    1136     HOBB>  a  WARRKN    INC      PUBDBHCRft    ntV    t»«9.  CHAP.  20I  •  1986.  CHAF.  tl4     ■  CHAP    J93  l«86 
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THIS  DEED  NOT  VALB>  UMLESS  RECORDED  IN  THE  PROPER  REGISTRY  OF  DEEDS  WITHIN  60  DAYS  AFTER  THE  SALE 


■TATC  TAX  rORM  470 


TREASURER'S  DEED  TO  MUNICIPALITY 
UkNO  OF  LOW  VALUE 


THE  COMMONWEALTH  OF  MASSACHUSETTS 
DANA 

NAM!  or  CITT  OK  TOWN 

OFFICE  OF  THE  TREASURER 

.!sabe!.le..Cash   Treasurer  of  the  of.. 


Dana 


Town 


pursuant  to  the  provisions  of  General  Laws,  Chapter  60,  Section  79  and  80,  hereby  grant  to  said  the  ^j!^ 

of  hnd  described  in  the  instrument  of  taking  or  tax  collector's  deed  to  which  reference  is  made  in  the  following 
schedule 


NAME  OP  PERSON  ASSESSED  IN  THE  YEAR  OF  THE 
TAX  FOR  WHICH  THE  LAND  WAS  TAKEN  01  SOU) 

INSTRUMENT  OF  TAKING 
OR  TAX  TITLE  DEED 

NAMES  OF  INTFRESTED  PERSONS  SERVED 
BY   REGISTERED  MAJL  WITH  NOTICB  OF 
SALE  UNDER  CHAPTER  60,  SECTION  iO  A. 

RECORDED 

REGISTERED 

LOCATION  OF  PARCEL 

Book 

P«*e 

Document  No. 

Ceitifictte  of 
Title  No. 

I  ATTACH  SC31EDULE  IF  MORE  SPACE  IS  NEEDED.    STATE  NUNfflER  OF  SCHEDULES  ATTACHED   ) 

The  land  hereby  granted  was  included  in  an  affidavit  made  by  The  Ojmmissioner  of  Corporations  and 


tjvat.nn  tccorded 
[axaiion,  ,  on 

registered 


Registry  of  Deeds, 
■Registry  District, 


Book.. 


  19   in  the   

Page   Document  No  ,  Certificate  of  Title  No  , 

relative  to  the  value  of  certain  parcels  of  land  j^'^^^j    by  said  ^^^^  for  non-pyment  of  taxes  and  to  the  validity 

of  the  tax  titles  held  thereon;  and  was  offered  for  sale  at  public  auction  on   19  , 

in  .iccordantc  with  a  notice  of  sale  posted  on  ,  19  , 

in  

.SPtCirr   PLACE    WHCHE    NOTICE   WA«   POSTED  I      ALSO  GIVE  DATE  AND  NAME  OF  NEWSPAPER  IN  WHICH  NOTITE  WAS  PUBLISHED 

(Strike  cut  Paragraph  (A)  or  (B)  ai  the  CircumBlances  Require] 

No  bid  was  made  at  the  time  and  place  appointed  for  the  sale  or  at  any  adjournment 

No  bid  deemed  adequate  by  me 

thereof  and  the  said  ''''y    therefore  became  the  purchaser  at  an  ad)ournmcnt  of  said  sale  on   19  

town 

(B)         Hie  purchaser  failed  to  pay  the  amount  bid  by  him  at  ^'""^  f '  .P'*'^  appomted  for  the  sale. 

'  'an  adjournment  of  ;iid  sale  on   19  

within  ten  days  thereafter,  wherefore  the  sale  became  void  and  the  said        became  the  purchaser. 


Executed  as  a  sealed  instrument  this  day  of.. 


19.. 


..,  Treasurer  of  the  S.'^  of.. 

Town 


THE  COMMONWEALTH  OF  MASSACHUSETTS 

  ss.    19.. 

Then  personally  appeared  the  above-named  

and  acltnowledged  the  foregoing  instrument  to  be  his  free  act  and  deed  as  Treasurer  as  aforesaid,  before  me. 


M,  commmion  tipitel 


NoiuT  i'iti>iic     juuiec  ol  iht  face 
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LET  DECREE  ISSUE: 


Justice 


COMMONWEALTH  OF  MASSACHUSETTS 


Land  Court  Department 
of  the  Trial  Court 


No. 


TO  THE  HONORABLE  JUSTICES: 

The     undersigned  hereby 


represent     that     the     land     hereinafter     described     was  taken 

for  the  nonpayment  of  taxes  by 
,  instrument  dated  and  duly  recorded  on 

,  Page  ;  pursuant  to  an  affidavit  of  low  value  from 

duly  recorded  in  Book  ,  Page  , 

.on  ,  by 

,  and  duly  recorded  on  , 
that  the  undersigned  now  hold     title  under  an  instrument  from 

,  and  duly  recorded  in  Book 
Page  ;  that  the  following  are  the  names  and  addresses  of  all  persons  known  to  the  under- 

signed who  have  any  interest  in  said  land  other  than  the  petitioner  to  wit: 


on 

County  of 

,  Book 
dated 

the  land  was  conveyed  to  the 

instrument  dated 

Book  ,  Page 

,  dated 


that  the  assessed  value  of  said  land  and  buildings  at  the  time  of  the  sale  was 
$  ;    and    that    said   land    is   described    in    the    tax    deed    or    taking    as    follows : 


Wherefore  your  petitioner(s)  pray  that  all  persons  having  an  interest  in  the 
above  described  premises  show  cause  why  they  should  not  bring  an  action  to  try 
any  claim  or  claims  which  they  may  have  adverse  to  your  petitioner  title.  And  if 
such  persons  do  not  appear  within  the  time  fixed  or  having  appeared  disobey  the 
lawful  Order  of  Court  to  try  their  claim  or  claims  that  the  Court  enter  a  decree 
that  they  be  forever  barred  from  having  or  enforcing  any  such  claim  or  claims 
adversely    to    the    petitioner    ,  heirs    or    assigns,   in   the   land  described. 


Petitioner  (s) 


Address 


On  this                              day  of                             19       ,  personally    appeared  before 

uic    the    within-named                                                ,     known    to  me    to    be    the    signer  of 

the     foregoing    petition,    and    made    oath    that     the     statements  therein     contained     so  far 

as  made  of  own  knowledge  are  true  and  so  far  as  made  upon  information  and  belief 
that                  believe   them  to  be  true. 

Before  me 


From  the  office  of: 


Notary  Public 


Attorney  (Name,  Address) 
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COMMONWEALTH  OF  MASSACHUSETTS 

LAND  COURT  DEPARTMENT 
OF  THE  TRIAL  COURT 


To  ALL  WHOM  IT  MAY  CONCERN: 


hereby  give  notice  that  on  the    day  of    19 

filed  a  petition  in  said  Court  against*   


to  establish  title  under  Chapter  60,  Section  SOB  of  General  Laws  acquired  under  a  certain  deed  (or  deeds) 

from  the  Treasurer  of  the  City  (or  Town)  of      ,  in  the  County 

of    and  said  ('onimonwealth,  dated    , 

and  recorded  with  the    Heeds  in  Book   ,  Page    . 

Said  deed  (or  deeds)  covers  a  certain  parcel  of  land  situated  in 

in  the  County  of    and  said  Commonwealth,  which  is  described 

as  follows:* • 


•  Name  all  respondents  as  in  petition. 
""Description  should  be  same  as  in 
Treasurer's  Deed. 
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Chapter  6 
TRUST  FUNDS,  GIFTS,  AND  GRANTS 


TRUST  FUNDS  AND  GIFTS 


WHAT  IS  A  TRUST  FUND? 

A  trust  fund  usually  comes  into  being  as  a  result  of  a  provision  in  a 
will  which  gives  property  or  an  entire  estate  to  a  designated  party  for 
purposes  and  uses  that  are  itemized  in  the  will.     VThen  a  bequest  is  made 
to  a  city  or  town,  it  will  usually  provide  that  such  funds  will  be  held 
as  a  special  fund  forever  and  the  net  income  from  it  shall  be  used  as 
specified  by  the  bequest.     Usually  there  is  a  stipulation  as  to  how 
often  the  monies  are  to  be  paid  to  the  municipality  and  the  designation 
of  trustees,  their  powers,  and  their  duties. 

THE  MUNICIPALITY'S  AUTHORITY  TO  HOLD  TRUST  FUNDS 

Massachusetts  law  allows  cities  or  towns  or  their  officers  to  accept 
gifts  and  bequests  in  trust  for  such  purposes  as  supporting  schools,  war 
memorials,  libraries,  cemeteries,  charities,  and  scholarships.  For 
example : 

•  a  town  may  hold  real  and  personal  estate  in  trust  for  the  support 
of  schools  (40:3); 

•  a  town  may  receive,  hold,  and  manage  any  real  or  personal  property 
or  other  gift  for  the  establishment  or  equipment  of  war  memorials, 
and  for  the  establishment  or  maintenance  of  a  library  reading  room 
(40:3); 

•  a  town  in  which  cemetery  commissions  are  chosen  may  receive  be- 
quests for  maintaining  cemeteries  or  cemetery  lots  (114:25); 

•  the  board  of  trustees  for  the  library  may  receive,  hold,  and  manage 
any  gift,  bequest,  or  real  property  for  library  purposes  (78:7,  10, 
11); 

•  a  board  or  officer  of  the  town  may  accept  grants  or  gifts  of  funds 
from  the  federal  government,  a  charitable  foundation,  a  private 
corporation,  an  individual,  the  commonwealth,  a  county  or  munici- 
pality for  educational  or  other  specified  purposes  (44:53A). 
(Please  see  IGR  83-03,  pages  6-11  -  6-12.) 
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A  city  or  town  should  accept  such  trust  funds  by  a  formal  vote  of 
town  meeting  or  by  the  city  council  with  approval  by  the  mayor  where 
required  by  law  since  such  acceptance  often  involves  responsibilities 
for  the  community. 


THE  TREASURER  AND  THE  TRUST  FUND  COMMISSIONERS 


According  to  statute  (41:46),  a  treasurer  is  identified  as  a  "custo- 
dian" of  trust  funds,  but  the  law  stipulates  that  the  treasurer  can 
invest,  reinvest,  or  expend  trust  funds  "as  directed  by  the  Trust  Fund 
Commissioners,"  (if  such  Board  has  been  created).     Although  this  section 
has  been  Interpreted  in  many  different  ways,  it  should  be  clear  that 
within  the  framework  of  the  terras  of  a  bequest  and  the  requirements  of 
Chapter  44,  section  54,  it  is  the  commissioners  who  have  the  authority 
to  determine  how  monies  should  be  invested  and  to  whom  payments  should 
be  made.     A  treasurer,  on  the  other  hand,  can  and  should  call  to  the 
attention  of  the  commissioners  any  proposal  to  invest  or  pay  over  any 
trust  funds  in  a  manner  which  would  in  any  way  violate  the  conditions  of 
the  bequest  or  in  any  way  violate  any  of  the  provisions  of  Chapter  44, 
section  54,  or  any  other  law  governing  the  handling  of  these  funds. 
Treasurers  should  be  willing  to  share  their  expertise  with  the  trust 
fund  commissioners. 


DEFINING  KEY  TERMS 


In  managing  trust  funds  and  gifts,  a  treasurer  will  encounter  a 
number  of  legal  and  financial  terms.     The  following  definitions  from 
Black's  Law  Dictionary  may  be  particularly  helpful  to  a  treasurer  in 
interpreting  the  meaning  of  a  number  of  commonly  used  terms  related  to 
trust  funds: 


•  Trust  Fund  A  fund  held  by  a  trustee  for  the  specific  purpose 

of  the  trust;  in  a  more  general  sense  a  fund 
which,  legally  or  equitably,  is  devoted  to  a 
particular  purpose  and  cannot  or  should  not  be 
diverted  therefrom. 


•  Bequest 

•  Devise 


A  gift  by  will  of  personal  property;  a  legacy. 

A  testamentary  disposition  of  land  or  realty;  a 
gift  of  real  property  by  the  last  will  and  testa- 
ment of  the  donor. 


NOTE:     The  terra  "devise"  is  properly  restricted  to 
real  property;  testamentary  disposition  of  person- 
al property  being  properly  called  "bequests"  or 
"legacies . " 
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•  Gift  A  voluntary  transfer  of  personal  property  without 

consideration.     (A  voluntary  conveyance  of  land 
without  consideration  may  also  be  a  gift.) 

"An  absolute  gift,  as  distinguished  from  a  testa- 
mentary gift,  or  one  made  in  contemplation  of 
death,  is  one  by  which  the  donee  becomes  in  the 
lifetime  of  the  donor  the  absolute  owner  of  the 
thing  given,  whereas  a  gift  in  expectation  of 
death  leaves  the  whole  title  in  the  donor  unless 
the  event  (death  of  the  donor)  occurs  which  is  to 
divest  him." 

•  Donation  A  gift. 

"As  sometimes  used,  however,  the  term  does  not 
necessarily  mean  an  absolute  gift  without  any 
condition  or  consideration  whatever." 

•  Donative  Trust      May  be  created  by  transfer  of  property  in  trust  as 

gift  for  benefit  of  another  person  or  by  proper 
declaration  of  legal  owner  of  property  that  he 
will  hold  it  in  trust  for  another's  benefit  and 
does  not  require  payment  of  any  consideration  by 
the  beneficiary. 

•  Donator  A  donor;  one  who  makes  a  gift. 

•  Donee  One  to  whom  a  gift  is  made  or  a  bequest  given. 

•  Testamentary  Pertaining  to  a  will  or  testament. 

•  Testator  One  who  makes  or  has  made  a  testament  or  will;  one 

who  dies  leaving  a  will. 


ADMINISTRATION  OF  TRUST  FUNDS 

The  General  Laws  of  the  Commonwealth  of  Massachusetts  provide  the 
following  stipulations  in  regard  to  the  administration  of  trust  funds  in 
Massachusetts  cities  and  towns: 


Board  of  Commissioners  of  Trust  Funds 

Any  city  or  town,  except  Boston,  may  create  a  board  of  commis- 
sioners of  trust  funds,  consisting  of  three  persons  who  shall  have  the 
management  of  all  trust  funds  given  or  bequeathed  for  the  benefit  of  the 
town  or  the  inhabitants  thereof,  unless  the  donor  in  making  the  gift  or 
bequest  shall  otherwise  provide.     In  cities,  the  commissioners  shall  be 
appointed  by  the  mayor  and  confirmed  by  the  council.     In  towns  they 
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shall  be  elected  in  the  same  manner  as  other  town  officers.     At  the  time 
of  creating  said  board  there  shall  be  appointed  or  elected  one  member 
for  one  year,  one  member  for  two  years,  and  one  member  for  three  years; 
and  there  shall  be  appointed  or  elected  annually  thereafter  one  member 
for  three  years.     Vacancies  shall  be  filled  by  the  mayor,  with  the 
approval  of  the  council,  or  by  the  selectmen.  (41:45) 

The  said  board  of  commissioners  shall,  so  far  as  is  consistent  with 
the  terms  of  the  trusts,  manage  and  control  the  same,  and  distribute  the 
income  in  accordance  with  the  terms  of  the  respective  trusts.     The  board 
shall  keep  a  record  of  its  doings,  and  at  the  close  of  each  financial 
year  shall  make  a  report  to  the  town,  showing  the  total  amount  of  the 
funds,  and  their  investments,  receipts  and  disbursements  on  account  of 
the  same,  setting  forth  in  detail  the  sources  of  the  receipts  and  the 
purposes  of  the  expenditures.  (41:47) 

The  Board  of  Selectmen  as  Trust  Fund  Commissioners 

If  a  town  having  less  than  five  thousand  (5,000)  inhabitants  votes  to 
accept  this  section,  the  board  of  selectmen  of  such  town  shall  there- 
after have  all  the  powers  and  duties  of  commissioners  of  trust  funds,  as 
provided  in  sections  45  and  47,  until  such  time  as  the  number  of  inhabi- 
tants of  said  town  shall  exceed  5,000.  (41:45A) 

When  a  town  has  more  than  5,000  residents,  and  has  not  created  a 
board  of  commissioners  of  trust  funds,  authority  over  trust  funds  rests 
with  the  town  meeting. 

Role  of  the  Treasurer 

The  town  treasurer  shall  be  the  CUSTODIAN  of  all  funds  and  securities 
of  such  trust  funds,  and  shall  invest  and  reinvest  them  and  expend 
therefrom  monies  as  DIRECTED  BY  THE  COMMISSIONERS.     The  treasurer  shall 
furnish  a  bond  satisfactory  to  them  for  the  faithful  performance  of  his 
duties.  (41:46) 

The  treasurer's  bond  shall  cover  the  duties  of  the  treasurer  with 
respect  to  trust  funds  which  are  in  his  custody  by  virtue  of  this 
office,  and  any  such  funds,  for  the  purpose  of  said  surety  bonds  shall 
be  deemed  to  be  public  funds.  (41:35) 

Commissioners  for  Cemetery  and  Library  Trust  Funds 

Cemetery  commissioners  are  given  certain  powers  and  duties  in  the 
handling  of  cemetery  trust  funds  (114:25).     Similarly,  separate  trustees 
for  libraries  are  also  provided  (78:10,   11).     It  is  presumed  that  these 
sections  would  apply  in  lieu  of  having  trust  fund  commissioners. 
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Municipal  Trust  Funds  When  the  Principal  Is  Not  In  the  Custody  of  the 
Communi  ty 

Briefly,  this  type  of  trust  fund  comes  into  being  through  an  excerpt 
in  a  will  which  bequeaths  and  devises  property,  whether  real  or  personal 
or  mixed,  to  a  designee  (not  the  municipality)  but  in  trust  for  purposes 
and  uses  which  are  itemized  in  the  will.     Such  document  usually  contains 
language  to  the  effect  that  such  fund  shall  be  held  as  a  special  fund 
forever,  the  net  income  whereof  shall  be  paid  to  the  use  and  benefit  of 
the  municipality.     Usually  there  is  a  stipulation  as  to  how  often  the 
monies  are  paid  to  the  municipality,  and  the  designated  trustees  are 
given  certain  powers  and  duties.  Such  a  fund  should  be  accepted  by  the 
municipality  for  the  purpose  for  which  the  income  is  to  be  used. 


INVESTMENT  OF  TRUST  FUNDS  IN  THE  CUSTODY  OF  THE  TREASURER 

Unless  otherwise  provided  or  directed  by  the  donor,  trust  funds  shall 
be  placed  at  interest  in  banks  or  trust  companies,  invested  in  a  com- 
bined investment  fund  such  as  the  Massachusetts  Municipal  Depository 
Trust,  or  invested  in  bonds  or  notes  which  are  legal  investments  for 
savings  banks  under  the  laws  of  the  Commonwealth.     Cities  or  towns 
having  such  funds  in  the  custody  of  the  treasurer,  in  an  aggregate 
amount  of  more  than  $250,000,  may  also  invest  such  funds  in  securities 
which  are  legal  for  the  investment  of  funds  of  savings  banks,  provided 
that  not  more  than  15%  of  any  such  trust  fund  shall  be  invested  in  bank 
or  insurance  company  stocks,  nor  shall  more  than  1   1/2%  of  such  funds  be 
invested  in  the  stock  of  any  one  bank  or  insurance  company  (44:54).  A 
list  of  such  legal  investments  is  available  from  the  office  of  the 
commissioner  of  banks. 

Any  interest  which  is  earned  by  such  trust  fund  may  only  be  used  in 
accordance  with  the  terras  of  the  trust. 


SUGGESTED  TRUST  FUND  POLICIES 

Ideally,  the  trust  fund  commissioners  and  the  treasurer  should  draw 
up  a  general  policy  statement  that  clearly  identifies  principles  for  the 
management,  control,  and  custody  of  trust  funds.     Following  is  an  exam- 
ple of  such  a  policy  statement: 

1.  All  trust  funds  and  gifts  shall  be  held,  administered,  and  in- 
vested in  accordance  with  wills,  testaments,  or  other  documents 
stating  the  terras  of  the  bequests. 

2.  All  trust  funds  and  gifts  shall  be  held,  administered,  and 
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invested  in  strict  accordance  with  all  of  the  various  general 
laws  governing  same. 

3.  A  file  shall  be  set  up  and  maintained  which  contains  copies  of 
any  and  all  wills,  testaments,  and  other  documents  which  spell 
out  the  terms  of  any  trust  fund  or  gift. 

4.  Permanent,  detailed  records  shall  be  kept  containing  date, 
source,  amount,  purpose,  and  terras  of  all  bequests. 

5.  Stock  certificates  and  other  documents  shall  be  placed  in  safe 
deposit  boxes. 

6.  Various  types  (cemetery,  library,  etc.)  of  trust  funds  or  gifts 
may  be  pooled  for  the  purpose  of  investment,  as  long  as  the 
principal,  interest,  and  expenditures  are  clearly  accounted  for 
on  each  fund. 

7.  Unless  otherwise  specified  by  the  donor,  all  income  received  may 
be  transferred  to  a  separate  income  account  on  a  regular  basis. 
Interest  earned  on  income  accounts  shall  be  added  to,  and  become 
part  of,  the  income  available  for  appropriation  or  expenditure. 

8.  Separate  income  accounts  shall  be  set  up  for  each  classification 
of  trust  fund  or  gift,  and  if,  within  a  classification,  income  is 
to  be  used  for  more  than  one  purpose,  separate  income  accounts 
shall  be  established  for  each  such  purpose.     For  example,  all 
income  on  cemetery  perpetual  care  funds  may  be  set  up  in  one 
income  account  for  the  upkeep  of  the  graves. 

9.  Trust  fund  commissioners  shall  review  investments  at  least  on  an 
annual  basis  and  specify,  in  writing,  to  the  Treasurer  any 
changes  involving  reinvestment  of  funds.    When  possible  under  the 
terras  of  the  will,  combine  and  consolidate  principal  suras  and 
income  received  for  like  purposes. 

10.  Annual  Report  of  Trust  Funds  and  Gifts  shall  contain:     a)  a 
summary  of  funds;  b)  a  breakdown  of  investments  by  categories, 
giving  account  name,  number,  location,  and  amount;  and  c)  a 
schedule  of  balances  and  income,  reflecting  balances  forward, 
breakdown  of  bequests  and  gifts  received,  breakdown  of  transfers 
and  expenditures,  and  balances  at  the  end  of  the  period  for  which 
the  report  is  made. 

11.  The  treasurer  is  requested  to  apprise  trust  fund  commissioners  of 
changes  in  the  general  laws  relating  to  trust  funds.  Treasurers 
should  also  make  sure  that  the  necessary  acceptance  of  trust 
funds  has  been  inserted  in  the  town  meeting  warrant. 
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GIFTS  TO  A  MUNICIPALITY 


Sometimes  gifts  are  given  to  a  municipality  to  be  expended  for  a 
stated  purpose  and  are  not  to  be  set  up  in  trust.     Such  gifts  may  be 
accepted  under  the  provisions  of  either  M.G.L.  Chapter  44,  section  53A, 
or  Chapter  71,  section  37A,  and  spent  without  further  vote  of  the 
municipality.     Examples  of  this  type  of  gift  would  be  a  sum  of  money 
given  to  repair  the  fence  behind  the  town  hall  or  given  for  the  purchase 
of  new  uniforms  for  the  high  school  band. 

Although  distinguishing  between  gifts  for  a  particular  purpose  and 
trusts  is  sometimes  difficult,  the  general  rule  is  that  bequests  or 
donations  which  by  their  terms  permit  the  town  to  expend  only  the 
interest  and  not  the  principal  for  the  stated  purpose  should  be  treated 
as  trusts.     If  it  is  clear  that  the  donor's  intent  was  to  establish  an 
ongoing  fund  to  support  a  specified  activity,  then  the  gift  should  be 
treated  as  a  trust.     If,  on  the  other  hand,  it  is  clear  that  the  entire 
amount  of  the  gift  is  intended  to  be  spent  on  a  defined  purpose  within  a 
limited  period  of  time,  then  the  money  should  simply  be  treated  as 
specified  by  Chapter  44,  section  53A. 

OTHER  TRUST  FUNDS 

In  addition  to  funds  received  through  gifts  and  bequests,  cities, 
towns,  and  districts  are  allowed  by  vote  of  the  appropriating  authority 
to  set  aside  funds  for  particular  purposes.     Each  of  these  trust  funds 
is  accounted  for  separately  by  the  accounting  officer  with  the  treasurer 
having  custody  of  the  cash  and  investments.     The  following  are  the  most 
common  trust  funds  that  are  established. 

Stabilization  Fund 

Funds  are  set  aside  for  capital-type  expenditures  for  which  the  town, 
district,  or  city  would  be  authorized  to  borrow  money  under  Chapter  44, 
sections  7  or  8.     (40: 5B) 

The  amount  of  money  appropriated  in  any  year  may  not  exceed  ten  per- 
cent of  the  previous  year's  levy  unless  a  larger  amount  has  been  estab- 
lished by  the  Emergency  Finance  Board.  The  total  amount  in  the  fund  at 
any  time  shall  not  exceed  ten  percent  of  the  equalized  valuation  of  the 
city  or  town.     Any  interest  is  added  and  becomes  part  of  the  fund. 

The  treasurer  as  custodian  of  the  funds  may  deposit  the  money  in 
national  banks,  in  savings  banks,  cooperative  banks,  or  trust  companies 
organized  under  the  lav7s  of  the  Commonwealth,  or  may  invest  in  securi- 
ties which  are  legal. 
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The  stabilization  funds  may  be  appropriated  for  any  purpose  for  which 
the  town,  city,  or  district  would  be  authorized  to  borrow  under  Chapter 
44,  sections  7  or  8,  or  for  such  other  municipal  purposes  as  approved  by 
the  Emergency  Finance  Board.     (Please  see  IGR  86-103  on  pages  6-13  - 
6-14.) 

Pension  Reserve  Fund 

Funds  are  set  aside  to  be  used  only  for  the  purpose  of  offsetting  the 
anticipated  future  cost  of  funding  the  contributory  retirement  system  of 
such  city,  town,  or  district.  (40:5D) 

Unemployment  Compensation  Fund 

These  funds  are  to  provide  for  the  anticipated  costs  of  funding  reim- 
bursements to  the  Commonwealth  for  unemployment  compensation  benefits 
under  the  provisions  of  Chapter  151(A).     (40: 5E) 

NOTE:     Any  interest  earned  on  stabilization  funds,  pension  reserve 
funds,  or  unemployment  compensation  funds  shall  be  added  to  and  become 
part  of  said  fund. 

Municipal  Buildings  Insurance  Fund 

The  purpose  of  this  is  to  establish  and  maintain  a  municipal  build- 
ings insurance  fund  from  which  any  municipal  buildings  or  other  munici- 
pal property  damaged  or  destroyed  or  lost  by  fire,  lightning,  vandalism, 
burglary,  theft,  or  otherwise  may  be  repaired,  etc.  (40:13) 

Workmen's  Compensation  Insurance  Fund 

This  fund  is  for  the  purpose  of  establishing  and  maintaining  an 
insurance  fund  to  pay  workmen's  compensation.  (40:13A) 

Health  Claims  Trust  Fund 

The  Health  Claims  Trust  Fund  was  established  in  order  to  pay  the 
claims  of  eligible  persons,  including  appropriate  service  charges. 
(32B:3A) 

NOTE:     As  is  the  case  with  donor  trust  funds,  all  interest  earned  on 
investment  of  these  funds  should  be  reported  to  the  accounting  officer 
on  a  monthly  basis. 
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ACCOONTING  FOR  TRUST  FUNDS 


It  is  important  to  maintain  proper  records  of  all  monies  received  for 
trusts.     A  subsidiary  ledger  should  be  maintained  by  fund  for  this  pur- 
pose.    All  financial  activities  (purchases,  expenses,  etc.)  should  be 
recorded  in  this  ledger  and  should  be  compared  with  the  accountants'/ 
auditors'   control  accounts  periodically.     (See  Sample  Ledger,  pages 
6-15  -  6-20.) 

It  is  essential  that  expendable  and  nonexpendable  funds  be  clearly 
identified  within  each  trust  fund.     The  treasurer  should  refer  to  the 
terms  of  each  bequest  or  to  the  enabling  legislation  for  clarification 
of  which  funds  may  be  expended. 

All  trust  funds,  gifts,  and  grants  are  made  to  be  recorded  as  a 
receipt  in  the  treasurer's  cash  book.     When  these  receipts  are  used  to 
purchase  securities  or  are  deposited  in  a  savings  account,  they  are 
recorded  as  payments  and  paid  to  the  broker  handling  the  transaction  or 
to  the  bank  of  deposit.     At  this  time,  records  should  be  established 
recording  the  purchase  by  number,  name,  type,  rate,  maturity,  and  par 
value  of  securities  or  bank  book  number  if  a  savings  account.     To  pro- 
vide an  adequate  audit  trail,  disbursements  from  trust  funds  should  be 
processed  by  warrant. 

All  interest  earned  on  trust  funds  should  be  reported  to  the  account- 
ing officer. 

If  the  account  has  a  permanent  dividend  order,  the  treasurer  should 
record  the  amount  of  interest  when  received  from  the  bank.     On  other 
accounts,  the  amount  of  interest  added  to  the  account  should  be  recorded 
when  available. 


FEDERAL  AND  STATE  GRANTS 

The  federal  and  state  governments  support  a  variety  of  projects  and 
provide  many  services  and  programs  through  the  use  of  grants.     There  are 
many  types  of  grants  for  local  governments.     Some  of  the  most  common  are 
the  Federal  Revenue  Sharing  Program,  Community  Development  Block  Grants, 
and  the  Commonwealth's  Department  of  Public  Works  Highway  Program. 

ACCOUNTING  FOR  GRANTS 

The  requirements  of  the  federal  and  state  grantors  concerning  the 
method  and  system  of  accounting  for  grants  are  varied.     When  receiving  a 
grant,  finance  officials  should  in  all  instances  obtain  a  copy  and 
familiarize  themselves  with  the  grant's  accounting  and  financial  re- 
porting requirements. 
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Grantees  must  maintain  accounting  and  other  fiscal  records  adequate 
to  reflect  receipt,  expenditure,  and  the  balance  of  funds  received  from 
the  grantor.     They  should  keep  records  to  disclose  the  amount  and  ulti- 
mate disposition  of  all  grant  funds. 

A  community  is  not  required  to  modify  its  formal  accounting  and 
treasury  systems,  but  may  be  required  to  maintain  separate  bank  accounts 
and  certain  subsidiary  records  to  account  for  and  document  costs  in 
accordance  with  cost  categories  set  forth  in  the  grant  agreement  or 
budget. 

In  the  role  of  custodians  of  all  funds,  including  grants,  treasurers 
should  pay  particular  attention  to  grant  depository  and  investment 
requirements.     Grant  provisions  usually  include  a  requirement  to  main- 
tain separate  accounting  for  a  grant  program.     The  treasurer  may  pool 
the  grant  proceeds  for  investment  purposes  as  long  as  the  accounting 
officer  maintains  separate  accounting  records.     In  certain  instances, 
however,  a  grant  provision  may  require  a  separate  checking  account  for 
the  deposit  of  grant  funds.     Such  a  provision  will  then  require  a  treas- 
urer to  segregate  these  funds  entirely  by  establishing  a  separate  bank 
account . 

The  proper  treatment  of  interest  earnings  on  grant  funds  is  also  an 
area  of  grant  management  for  which  a  treasurer  is  responsible.  Chapter 
44,  section  53,  requires  that  all  interest  earned  from  the  investment  of 
all  city  or  town  funds  (including  grants)  be  paid  into  the  general  fund 
and  not  be  expended  without  specific  appropriations. 

The  exception  to  this  rule  is  in  instances  where  there  is  an  express 
statutory  provision  as  part  of  a  grant  which  clearly  stipulates  that 
Interest  earned  on  grant  funds  become  part  of  the  grant.     For  example, 
the  Federal  Revenue  Sharing  Act  requires  interest  earnings  to  become 
part  of  the  grant,  and  more  recently  Chapter  811  of  the  Acts  of  1985 
specifically  authorizes  interest  earnings  on  certain  Massachusetts 
Department  of  Public  Works  highway  program  grants  to  be  used  without 
further  appropriations  for  the  purposes  for  which  the  grants  were  made 
available  (see  IGR  86-102,  pages  6-21  -  6-22). 

Finally,  from  an  accountability  standpoint,  all  financial  officials 
must  be  cognizant  of  their  ultimate  responsibility  for  a  grant  award. 
These  funds  will  probably  be  audited  for  compliance  with  grant  provi- 
sions.    Financial  transactions  must  be  adequately  supported,  with  per- 
tinent documents  available  for  audit,  including  bank  statements,  deposit 
slips  and  vouchers,  and  cancelled  checks.     It  is  extremely  Important  for 
grantees  to  document  their  compliance  with  grant  provisions  so  that  they 
will  not  be  requested  to  repay  misapplied  or  unsubstantiated  grant  pro- 
gram expenditures. 
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The  Commonwealth  of  Massachusetts 


liUKf  AU  OF  AC  COUrJl  S 
INFORMATIONAL  GUIDFLINE 
Release  Nr.  83-03 


DEPARTMENT  OF  REVENUE 


SUBJECT: 


Division  of  Local  Services 


Chapter  331  -  Acts  of  I983 


Expanding  Sources  of 


Ira  A.  Jackson 

COMMISSIONER 


EDWARD  J.  COLLINS.  Jr. 


DEPUTY  COMMISSIONER 


Grants  and  Gifts 


Introduction 

Chapter  331  of  the  Acts  of  1983  entitled- "an  act  expanding  the  sources  of 
grants  or  gifts  for  municipal  purposes"  was  signed  into  law  on  July  26,  1983 . 
It  will  become  effective  ninety  days  thereafter. 

Analysis 

This  chapter  amends  Chapter  UU,  Section  53A  of  the  General  Laws.     The  only 
change  that  it  makes  is  to  allow  cities  and  towns  to  accept  grants  from 
"...  the  comiTjonwealth,  a  county  or  municipality  or  an  agency  thereof  ..."  in 
addition  to  the  previously  authorized  sources. 

The  authorized  sources,  as  prescribed  by  the  provisions  of  Section  ,53A  are: 

*  Federal  Government 

*  Charitable  Organization 

*  Private  Corporation 

*  Individuals 

*  Commonwealth  of  Massachusetts 

*  A  County  Government 

*  An  Agency  of  the  Commonwealth  of  Massachusetts 

*  An  Agency  of  a  County  Government 

*  An  Agency  of  a  Municipal  Government 

The  new  chapter  does  not  modify  the  requirements  related  to  parties  permitted 
to  accept  such  grants  or  gifts  nor  does  it  change  the  expenditure  authorities. 

Effective  Date 

This  legislation  will  become  effective  on  October  25,  1983. 
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The  Commonwealth  of  Massachusetts 
DEPARTMENT  OF  REVENUE 
Division  of  Local  Services 


BUREAU  OF  ACCOUNTS 
INFORMATIONAL  GUIDELINE 

Release  Nn  8  5-10  3 


SUBJECT: 


Stabilization  Fund 


ra  A.  Jackson 


EDWARD  J.  COLLINS.  JR. 


COMMISSIONER 


DEPUTY  COMMISSIONER 


June  1986 


STABILIZATION  FUND 


Chapter  94  of  the  Acts  of  1985 
(Amending  G.L.  Ch.    40  S.  5B) 


SUMMARY! 

•   A  recent  amendment  to  Section  5B  of  Chapter  40  permits 
appropriations  to  be  made  from  a  stabilization  fund  at  a 
special  town  or  district  meeting. 

DISCUSSION; 

Cities,   towns  and  districts  may  set  aside  funds   for  major - 
capital  outlays  by  appropriating  money  into  a  stabilization 
fund.     Such  appropriations  into  a  stabilization  fund  custom- 
arily could  be  made  at  either  an  annual  or  special  town  or 
district  meeting. 

However,  until  recently,  appropriations  from  a  stabili- 
zation fund  could,  as  a  rule,  be  made  only  at  the  annual 
meeting.     With  the  passage  of  Chapter  94  of  the  Acts  of  1985, 
appropriations  may  be  made  out  of  the  stabilization  fund,  not 
just  at  the  annual  meeting,  but  at  the  special  town  or  district 
meeting  as  well. 

GUIDELINES; 

1.  Regardless  of  the  timing   (i.e.,  annual  or  special 
meeting) ,  appropriations  from  the  stabilization 
fund  require  a  two  thirds  vote  of  the  appropriating 
authority . 

2.  Amounts  appropriated  into  a  stabilization  fund  should 
be  accounted  for  in  a  separate  trust  fund.  Interest 
earned  on  any  fund  balance  should  be  retained  as  part 
of  the  fund. 


FISCAL  SERVICES  SECTION  - 


Kenneth  A.  Marchurs,  Director  of  Accounts 
HAROLD  J.  REGAN.  Jr.,   Deputy  Director 
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# 


July  1,  1978  through  June  30,  1979 


Summary  of  Funds 

Cemetery  $  $  78,623.72 

Worthy  Poor  8,197.32 

Library  16,728.38 

Sidewalks  and  Grounds  7,705.04 

Conservation  Land  Purchase  Fund  27,494.79 

Stabilization  Fund  21,693.56 

School  Prize  1,087.26 


161 ,530.07 


Investment  of  Funds 


Cemetery 


Perpetual  Care:  $ 
Savings  Banks: 
Fidelity  Cooperative 
Certificate  74-000188  8,000.00 
Fi tchburg 

Certificate  30-43126  12,900.00 
Home  Owners  Federal 

Book  011-76331  545.00 
Leominster 

Book  74550  (income  Acct)  7,789.17 

Worcester  North 
Certificate  95-1631  13,000.00 
Certificate  95-1632  2,000.00 
Certificate  95-1641  8,820.00 
Certificate  95-1642  15,096.70 

Mass.  Municipal  Dep.  Trust 
4400-453-9  10,282.50 


78,433.37 


Cleaning  Headstones: 
Charles  Allen  Lot: 
Worcester  North  Savings  Bank 
Book  30-621 


Worthy  Poor 


American  Legion 
Mass.  Municipal  Dep.  Trust 

4400-312-7 
Nathaniel  C.  Day: 
Worcester  North  Savings  Bank 

Certificate  95-1636 
Susan  T.  Howard: 
Worcester  North  Savings  Bank 
Certificate  95-1637 
Worthy  Poor  Fund  Income: 
Mass.  Municipal  Dep.  Trust 
4400-313-5 


$ 


190.35 


78,623.72 


1,736.55 

1 ,000.00 
2,000.00 
3,460.77 
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8,197.32 


Library 


Worcester  North  Savings  Bank:  $ 
Term  Deposit  Certificate 
95-1603  Irving  Kimball 
Savi  ngs : 
Book  30-3074 
Interest  Account  -  All  Purpose 
Mass.  Municipal  Depository  Trust: 
Books 

4400-348-1 

Charles  P.  Dickinson  3,000.00 
Catherine  E.  Watson  2,000.00 
Franics  Caldwell  500.00 
Susan  Dickinson  500.00 
Emma  M.  Dimond  300.00 
Augustus  Taylor  300.00 
Stephen  Stickney  2,000.00 
Lizzy  H.  Taylor  300.00 

Interest  Account  -  Books 
4400-349-9 

All  Purpose 
4400-375-4 

Ebenezer  Bailey  500.00 
Lucy  Goodrich  1,000.00 
Susan  T.  Howard  500.00 
Adin  and  Mary  Estabrook  200.00 


2,000.00 


442.64 


8,900.00 
3,185.74 


2,200.00 


16,728.38 


Sidewalks  and  Grounds 


John  and  Mary  (Caldwell)  Howard: 
Worcester  North  Savings  Bank 

Certificate  95-1639 
Mass  Municipal  Depository  Trust 
4400-472-9  (Income  Account) 


5,000.00 
2,705.04 


7,505.04 


Conservation  Land  Purchase  Fund 


Conservation  Land  Purchase  Fund: 
Mass.  Municipal  Depository  Trust 
4400-278-0 


27,494.79 


Stabilization  Fund 


Stabilization  Fund: 
Mass.  Municipal  Depository  Trust 
4400-296-2 


21  .693.56 


School  Prize 


Mabel  L.  Allen:  $ 
Fitchburg  Gas  &  Electric  Light  Co. 

Stock  Certificate  20376  498.00 
Fidelity  Cooperative  Bank 

Book  5958  70.44 


568.44 
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Joseph  A.  Harwood: 
Fitchburg  Gas  &  Electric  Light  Co. 

Stock  Certificate  C6  480.48 
Fidelity  Cooperative  Bank 

Book  5467  38.34 


518.82 


1 ,087.26 
161  ,530.07 


Balances  and  Income 


Cemetery 


Balance  July  1,  1978 
Perpetual  Care: 
Bequests  Received: 
George  F.  &  Elizabeth  AnneAho 
Carl  A.  &  Anne  T.  Blanchard 
Albert  A.  &  Jennie  M.  Boucher 
Judith  A.  Brouillette 
Raymond  G.  &  Theresa  Chapdelaine 
Walter  H.  Cutting 
Walter  A.  Dunlop 
Florence  E.  Fregeau 
A.  Lloyd  &  Adrienne  P.  Hain  Jr. 
Mary  E.  Kalinen 
Alex  Lewis 
Rex  D.  Mathews 
Wilfred  &  Lillian  E.  Moo res 
Jimmie  B.  &  Anna  V.  Mount 
Edward  C.  &  Mary  A.  Partridge 
Alfred  L.  &  Bernice  H.  Pierce 
David  M.  &  Pamela  R.  Primeau 
Donald  R.  &  Mabel  C.  Ross 
Robert  &  Mildred  E.  Sprowson 
Olavi  Walkonen 
Interest  Received: 
Fitchburg  Savings  Bank 
Home  Owners  Fed.  Svgs.  &  Loan 
Leominster  Savings  Bank 
Worcester  North  Savings  Bank 
Mass.  Municipal  Depository  Trust 
Dividends  Received: 
Fidelity  Cooperative  Bank 
Headstone  Account: 
Interest  Received: 
Worcester  North  Savings  Bank 

Transfer  to  Cemetery  Commission 

Balance  June  30,  1979 


150.00 
150.00 
100.00 
125.00 
150.00 
150.00 
100.00 

75.00 
200.00 
150.00 
200.00 

75.00 
100.00 
100.00 
125.00 
150.00 
125.00 
100.00 
100.00 
150.00 

1,315.18 
31.89 

237.00 
3,367.50 

107.50 


2,575.00 


5,059.07 
735.81 

9.83 
5,001 .05 
78,623.72 


83,624.77 


83,624.77 


6-17 


Worthy  Poor 


Balance  July  1,  1978  $ 

Interest  Received: 
Worcester  North  Savings  Bank 
American  Legion  47.51 
Nathaniel  C.  Day  134.56 
Susan  T.  Howard  227. 37 

Mass.  Municipal  Depository  Trust 
American  Legion  83.17 
Worthy  Poor  Funds  Income  159.03 

Grants  and  Gifts 

Balance  June  30,  1979 

Cynthia  Powell  783.18 

Dorothy  Alward  445.00 

Stella  Boguszewicz  47.28 

Mary  Esposito  44.08 

1 ,319.54* 

Library 

Balance  July  1  ,  1978  $ 
Interest  Received: 
Worcester  North  Savings  Bank: 
Books: 

Charles  P.  Dickinson  160.24 
Catherine  E.  Watson  113.97 
Francis  Caldwell  24.20 
Susan  C.  Dickinson  26.08 
Emma  C.  Dimond  16.34 
Augustus  Taylor  16.34 
Stephen  Stickney  100.16 
Lizzie  H.  Taylor  20.07 

All  Purpose: 
Lucy  A.  Goodrich  45.30 
Susan  T.  Howard  26.53 
Adin  &  May  Estabrook  11.21 
Irving  Kimball  156.69 
Ebenezer  Bailey  22.46 

Interest  Account  -  Books  15.02 

Interest  Account  -  All  Purpose  6.84 
Mass.  Municipal  Depository  Trust: 

Books: 

Charles  P.  Dickinson  109.00 
Catherine  E.  Watson  72.65 
Francis  Caldwell  18.17 
Susan  C.  Dickinson  18.17 
Emma  M.  Dimond  10.14 
Augustus  Taylor  10.14 
Stephen  Stickney  72.65 
Lizzie  H.  Taylor  10.14 
Interest  Account  -  Books  100.76 
All  Purpose: 

Ebenezer  Bailey  15.93 
Lucy  A.  Goodrich  31.86 
Susan  T.  Howard  15.93 
Adin  &  May  Estabrook  6.38 


$  8,865.22 


409.44 


242.20 
1,319.54* 
8,197.32 


9,516.86 
9,516.86 


761 .45 


421.82 


70.10 


Balance  June  30,  1979 


16,728.38 
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Sidewalks  and  Grounds 


Balance  July  1 ,  1978  $ 

$  7,165.62 

$ 

Interest  Received: 

Worcester  North  Savings  Bank  530.29 

Mace    Miim'rinfll  DpDO^iitorv  Trust            9  13 

539  42 

R;il3nrci  .liinp  30  1979 

7  705 

04 

fnn'sPrva ti on  land  Purrha*;p 

Fund 

Balance  July  1,  1978  $ 

$24,450.55 

$ 

Transferred  from  Credit  Union 

986.75 

Interest  Received: 

Worcester  North  Savings  Bank  479.79 

Mace    Miinirinal  Dpnn^itorv  Trust      1  "^77  70 

2  057  49 

Ralflnrp  .lunp  30  1979 

27  494 

79 

stabilization  Fund 

Balance  July  1,  1978  $ 

$20,160.76 

$ 

Interest  Received: 

Fitchburg  Savings  Bank  657.25 

Fidelity  Cooperative  Bank  20.78 

Mfl^«;    Municioal  Deoositorv  Trust  854.77 

1 ,532.80 

Rfllflnrp  .lunp  30  1979 

21  ,693. 

56 

School  Pri7P 

Ralanrp  Julv  1     1978  % 
DuiaiiL.cuuij'iji^/u  "f 

$  1  .096  52 

$ 

ni\/iHpnd<^  Rpcpivpd' 

Fi+rhhiirn  f^a<;  A  Flprtrir  1  ioht  fo  " 
riLuiiuury  ouo  a  licui^i  i_iyii>- 

Mahpl  1     Allpn                                        42  00 

.ln<;pnh  /i     Hardwood                                  42  00 

84  00 

Tn'hpy'P<;+  RprpivpH* 

lllLCLCo  u  ,  r\c  ^  C  1  V  c  u  . 

FiHplitv  foDDprativp  Bank' 

Mahpl  1     Allen                                        4  19 

UUoCPIIrA.naiWL'UU                                                                L.  •  %J\J 

6  74 

1  187 

26 

Grants : 

Mabel  L.  Allen: 

Douglas  Barney  50.00 

Joseph  A.  Harwood: 

Karen  Upton  50.00 

100.00 

Balance  June  30,  1979 

1,087.26 

1,187. 

26 
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E'JREAU  OF  ACCOJMTS 
l\FOnr*'.AT)0"sAL  GUIDELIK: 
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Rellase;  Nc 


I.  BACKGROl^'D 

This  IGR  informs  municipalities  of  the  recent  change  in  law  relating 
specifically  to  interest  earned  on  public  works  grants  and  clarifies  the 
Bureau's  position  on  the  general  treatment  of  grant  interest  earnings. 

Several  grant  programs  have  included  as  a  grant  condition  the 
requirement  that  interest  earned  on  grant  funds  become  part  of  the 
grant.  Although  the  amount  of  the  grant  may  be  expended  without 
appropriation  in  accordance  with  Chapter  4A,  Section  53A,  in  the  past  the 
Bureau  has  consistently  taken  the  position  that  Chapter  4A,  Section  53 
requires  that  all  interest  earned  from  investment  of  city  or  town  funds 
be  paid  into  the  general  fund  and  not  be  expended  or  used  thereafter 
without  specific  appropriation. 

The  only  exception  to  this  general  rule  is  in  instances  where  there 
is  an  express  statutory  provision  as  part  of  a  grant  which  clearly 
stipulates  that  interest  earned  on  grant  funds  become  part  of  the  grant. 


II.     PUBLIC  WORKS  GRAKTS: 

Effective  in  1986,  interest  earned  on  certain  grants  received  from 
the  Massachusetts  Department  of  Public  Works  may  now  be  expended  without 
further  appropriation  and  is  not  subject  to  the  requirements  of  Ch.A4, 
S.  53.  Chapter  811  of  the  Acts  of  1985,  which  became  effective  on 
Janxiary  13,  1986,  contains  a  specific  provision  (Section  30)  that  governs 
the  treatment  of  interest  earned  on  deposits  and  investments  of  certain 
public  works  grant  funds. 
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laceresc  Earned  oa  Graacs  (coat'd) 


A.  Uae  of  Interest: 

Section  30  of  this  Act  reqtilres  that  all  Interest  earned  on  any 
deposits  or  Investments  of  grant  funds  be  used  without  further 
appropriation  for  the  purposes  that  the  grants  were  made  available. 

Grant  programs  affected  by  this  Act,  In  addition  to  those  found  In 
Qiapter  811  Itself,  are  grants  received  under: 

Chapter  732  of  the  Acts  of  1981  (Chapter  90  Highway  Program) 

Chapter  335  of  the  Acts  of  1982  (Accelerated  Highway,  Bridge  and 
Economic  Development  Program) 

Chapter  637  of  the  Acts  of  1983  (Transportation  Development  and 
Improvement  Program) 

B.  Prior  Interest  Earned: 

This  section  also  applies  to  interest  earned  prior  to  the  effective 
date  of  this  act  and  still  available  for  expenditure.  Therefore,  any 
accumulated  interest  earnings  which  have  been  set  aside  for  program 
expenditures  may  continue  to  be  dedicated  to  these  programs. 

Further,  any  interest  earnings  on  these  grant  funds  which  have  been 
credited  to  estimated  receipts  or  revenue  accounts  during  the  current 
fiscal  year  should  be  transferred  back  to  these  grants. 

However,  grant  projects  which  were  completed,  final  reports  submitted 
to  the  Department  of  Public  Works,  and  earnings  closed  out  to 
unreserved  fund  balance  or  surplus  revenue  prior  to  July  1,  1985  are 
not  to  be  considered  as  available  and  therefore,  no  action  should  be 
taken. 


III.  INTEREST  EAR-NED  IN  OTHER  GRANT  PROGRAiMS ; 

As  a  further  poiat  of  clarification,  again,  it  has  been  the  Bureau's 
position  chat  interesc  earned  on  grants  must  be  transferred  to  the  general 
treasury  in  accordance  with  Ch.  44,  S.  53  unless  there  is  a  specific  statutory 
requirement  to  do  otherwise.  Such  a  process  does  not  however,  preclude  a 
municipality  froa  appropriatiag  an  anount  equal  to  the  interest  earned  oq  any 
particular  grant  to  conply  vita  the  grants  teras  and  conditions  which  require 
interest  eamin.gs  to  be  returned  to  the  Coanonwealth. 

If  you  have  any  questions  or  concerns  on  any  of  this  information,  please 
call  727-4401. 
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Chapter  7 
PAYROLL 


RESPONSIBILITY/OVERVIEW 

The  treasurer  has  the  statutory  responsibility  to  pay  all  bills  and 
account  for  all  money  belonging  to  the  town.     As  a  result  of  this  obli- 
gation, he/she  acquires  the  responsibility  for  preparing  the  payrolls, 
maintaining  appropriate  payroll  records,  and  complying  with  reporting 
requirements  on  the  federal,  state,  and  local  levels. 

There  are  many  legal  requirements  pertaining  to  municipal  payrolls. 
A  treasurer  should  be  familiar  with  the  following  sections  of  the  law: 

1.  Position  of  treasurer  (41:35) 

2.  Authorizations  for  compensation 

•  elected  officials  (41:108) 

•  appointed  officials  and  employees  (41:108A) 

•  civil  service  employees  (31:71) 

•  special  detail  or  off-duty  employees  (44:53C) 
(see  also  IGR  80-3,  pages  7-19  -  7-20) 

•  disability  income — police  and  fire  in  lieu 

of  workmen's  compensation  (41:111F) 

•  wages  due  upon  death  (41:1111) 

3.  Timeliness,  contents,  and  delivery  of  payroll 

•  timeliness  of  payment  (149:148) 

•  information  required  on  payroll  (41:42) 

•  oath  to  payroll  by  department  head  (41:41) 

•  penalty  for  noncompliance  (41:43) 

•  delivery  of  paychecks  (41:41A) 

•  direct  deposit  to  financial  institution  (41:41B) 

•  provision  for  cashing  checks  (149:148) 
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ENROLLING  A  NEW  EMPLOYEE 


Appropriate  documentation  needs  to  be  gathered  by  the  treasurer  prior 
to  an  employee  appearing  on  a  payroll  warrant  for  payment  of  wages. 
Suggested  steps  that  may  be  taken  to  acquire  appropriate  documentation 
are : 

1.  Require  all  department  heads  to  send  the  treasurer  a  "notice  of 
hiring  new  employee"  (with  appropriate  approvals)  immediately 
upon  hiring. 

2.  The  treasurer's  office  sends  an  "employee  packet"  to  the  new 
employee  which  includes  a  letter  explaining  the  benefits  avail- 
able and  their  cost;  a  federal  tax  withholding  allowance  certifi- 
cate (see  Form  W-4,  pages  7-21  -  7-22);  a  state  tax  withholding 
allowance  certificate  (Form  M-4,  pages  7-23  -  7-24);  a  retirement 
system  application  with  information  booklet;  health  and  life 
insurance  forms;  and  any  forms  necessary  for  other  benefits.  A 
copy  of  the  municipality's  employee  benefit  plan  or  bylaw  should 
also  be  included.     The  letter  should  request  a  copy  of  the  em- 
ployee's birth  certificate  and  military  discharge  papers,  if 
applicable,  for  retirement  purposes.     The  most  important  item  in 
this  packet  is  the  employee  benefit  waiver  form. 

Upon  receipt  of  the  completed  forms,  the  treasurer's  office  can  enter 
the  employee  into  the  payroll  system.     From  the  W-4  and  M-4  forms,  the 
treasurer  records  the  name,  address,  social  security  number,  marital 
status,  and  number  of  withholding  allowances  for  the  employee.  Retire- 
ment and  benefit  deductions  are  set  up  in  accordance  with  the  applica- 
tion. 


PREPARATION  OF  PAYROLLS 

The  payroll  process  begins  when  the  treasurer  receives  the  approved 
"order"  or  treasury  warrant.     It  is  important  to  note  that  treasurers 
must  never  distribute  payroll  checks  before  receipt  of  an  approved 
treasury  warrant.     (See  AD  Form  15,  pages  7-25  -  7-26.) 

The  accountant/auditor  has  already  checked  the  payroll  bills  submit- 
ted by  the  department  heads  for  propriety  and  accuracy  of  gross  wages. 
The  treasurer  needs  to  convert  the  gross  payroll  into  a  net  payroll  by 
calculating  appropriate  mandatory  and  voluntary  deductions. 

The  following  is  an  example  of  converting  gross  payroll: 

Approved  treasury  warrant  specifies  that  William  Smith,  a  single 
employee  with  zero  exemptions,  is  to  receive  $450  for  the  pay 
period  4/1  to  4/14/86. 
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The  treasurer  needs  to  calculate  Smith's  net  pay  as  follows: 


Gross  wages 
Deductions : 


$450.00 


*Federal  W/H  tax 
*State  W/H  tax 


$58.00 
21.67 
31.50 
10.80 


**Retirement  #  7% 
**Group  Insurance 


121.97 


Net  Wages: 


$328.03 


*current  withholding  tax  tables  for  single  persons  on  biweekly 
payroll  periods 

**becarae  an  employee  after  1/1/75  but  before  12/31/83 

After  the  calculations  have  been  completed  and  the  net  payroll  deter- 
mined,  a  payroll  check  must  be  prepared  for  each  employee's  net  pay. 
The  checks  written  need  to  be  proved  to  the  treasury  warrant  to  assure 
accuracy  of  the  disbursements  to  be  made.     Because  the  treasury  warrant 
has  gross  wages  and  the  treasurer  has  written  checks  for  net  wages,  the 
payroll  deductions  have  to  be  recognized  as  a  balancing  factor  when 
reconciling  payroll  checks  to  the  payroll  warrant.     The  payroll  deduc- 
tions must  also  be  entered  as  a  receipt  into  the  treasurer's  cash  book. 

To  balance  the  payroll  warrant,  some  communities  issue  one  final  pay- 
roll check,  for  all  employee  deductions  during  that  payroll  period,  to 
the  municipality. 

The  following  steps  are  taken  to  reconcile  a  payroll  warrant  with  the 
check  for  payroll  deductions: 

Treasury  Warrant  total  $10,825.00 
net  payroll  check  total  8, 130.00 

difference  =  payroll  deductions  2,695.00 

Payroll  deductions  per  payroll  register: 


Federal  W/H 
State  W/H 
Retirement 
Group  Insurance 


$  1,374.93 


541.25 
703.62 
75.20 


Total: 


$  2,695.00 


Steps  to  be  taken: 


1.     A  final  check  to  the  Town  of  Example  for  $2,695  should  be 
written  to  balance  the  treasury  warrant  to  the  checks 
issued. 
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2.  The  check  should  then  be  entered  into  the  treasurer's  cash 
book  identifying  each  payroll  deduction. 

3.  The  check  should  be  deposited  with  Town  of  Example's  General 
Fund. 

Other  communities  make  memorandum  entries  for  payroll  deductions  at 
the  end  of  the  month  for  all  the  payrolls  issued  during  the  month.  The 
important  thing  to  remember  is  that  payroll  deductions  must  be  recog- 
nized as  a  receipt,  recorded  in  the  treasurer's  cash  book,  and  reported 
to  the  accountant/auditor  on  a  monthly  basis.     The  treasurer  needs  this 
information  to  balance  the  cash  book,  and  the  accountant  needs  to  record 
the  same  to  assure  proper  accountability  of  the  agency  accounts  (payroll 
deductions ) . 

Agency  funds  are  used  to  account  for  money  deducted  from  payroll 
checks  held  by  a  municipality  acting  as  an  agent  for  employees  or  other 
governmental  units.     For  example,  a  municipality  must  act  as  agent  of 
the  federal  and  state  governments  in  collection  of  employees'  withhold- 
ing taxes  and  as  an  agent  in  the  collection  of  employees'  shares  of 
retirement  contributions. 

Payroll  preparations  may  be  performed  in-house  (manually  or  by  com- 
puter) or  be  contracted  out  to  a  computer  service  company.     It  is  impor- 
tant to  note  that  the  treasurer  must  maintain  control  over  the  payroll 
process  whether  it  is  performed  in-house  or  by  a  computer  service  com- 
pany. 

PAYROLL  RECORDS 

Federal  and  state  laws  require  that  adequate  payroll  records  be  main- 
tained on  a  calendar  year  basis  (January  1  through  December  31).  Fail- 
ure to  keep  adequate  records  may  subject  your  municipality  to  penalties. 
Several  pamphlets  or  booklets  are  available  at  no  cost  from  various 
federal  and  state  agencies  that  provide  guidelines  for  the  type  of  pay- 
roll records  required,  instructions  for  the  reports  required,  and  com- 
prehensive income  tax  withholding  tables.     The  most  common  booklets  used 
are : 

•  The  Department  of  Treasury,  Internal  Revenue  Service,  Circular  E 
Employer's  Tax  Guide 

•  Massachusetts  Department  of  Revenue,  Circular  M 

•  Massachusetts  Department  of  Revenue,  Information  About  Taxes  and 
Regulations  for  Vendors  and  Employers  in  the  Commonwealth  of 
Massachusetts 


7-4 


Examples  of  payroll  records  to  be  kept  on  file  include: 

1.  W-4  and/or  M-4,  more  commonly  called  the  Employee's 
Withholding  Allowance  Certificate,  signed  by  each  employee. 

2.  Payroll  cards  or  a  payroll  book  identifying  the  individual 
employee  and  recording  his/her  payroll  activity  on  a  calendar 
year  basis  by  pay  period.     Payroll  cards  should  be  reconciled  on 
a  quarterly  basis. 

3.  Payroll  registers  which  record  the  employee's  name,  the  hours 
worked,  the  pay  rate,  the  gross  pay,  the  deductions,  the  net 
pay,  and  the  check  number  for  each  payroll  period.     The  payroll 
register  documents  the  conversion  of  the  gross  wages  as  they 
appear  on  the  payroll  warrant  to  the  net  wages  paid  by  the 
treasurer. 

4.  Appropriate  documentation  for  deductions  made  as  authorized  by 
the  individual  employee  (i.e.,  employee's  choice  of  group 
insurance,  family  vs.  individual  plan). 

NOTE:  Each  employee  paid  by  a  municipality  must  have  a  social  security 
number.  Reporting  an  employee's  wages  without  a  social  security 
number  may  subject  the  municipality  to  penalties. 

Reporting  Requirements 

Since  the  treasurer  is  deducting  monies  for  various  agencies,  these 
monies  have  to  be  paid  over  timely,  accompanied  with  a  report  and/or  a 
return.     Generally  these  reports  are  a  summary  of  the  municipality's 
actual  wages  paid,  deductions  taken,  and  a  listing  of  payments  paid  over 
to  the  appropriate  agency  for  a  specific  period  of  time  (week,  month, 
quarter,  or  annual).     Payroll  registers  and  individual  payroll  cards 
provide  the  primary  basis  for  most  of  the  treasurer's  payroll  reports. 
Special  attention  should  be  paid  to  the  payroll  report  due  dates.  Miss- 
ing a  due  date  may  subject  the  municipality  to  unnecessary  interest  and 
penalties . 

DEDUCTIONS 

The  treasurer  is  responsible  for  handling  various  types  of  payroll 
deductions,  as  noted  below.  Every  payroll  deduction  must  be  specifi- 
cally authorized  by  law.  In  most  cases,  an  employee  authorization  is 
also  required. 
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Federal  Income  Tax  (58:28A) 


The  employee's  taxable  wages,  marital  status,  and  number  of  with- 
holding allowances  claimed  are  the  basis  for  determining  the  amount  of 
deduction  to  be  withheld.     Therefore,  it  is  very  important  to  have  a 
current  Employee's  Withholding  Certificate,  Form  W-4  (see  pages  7-21  - 
7-22),  on  file  for  each  employee.     There  are  tax  tables  available  for 
determining  the  appropriate  deductions  for  each  employee. 

The  federal  government  also  requires  that  the  employer  deposit  fed- 
eral income  tax  withheld  to  an  authorized  financial  institution  or  a 
Federal  Reserve  Bank.     A  preinscribed  Federal  Tax  Deposit  Form  8109  must 
be  included  with  each  deposit.     The  amount  of  taxes  withheld  determines 
the  frequency  of  deposits.     The  following  schedule  illustrates  the 
frequency  of  deposits  to  be  made. 


Federal  Income  Tax  Deposit  Requirements 
Amount  of  Withheld 


Income  Taxes 


Less  than  $500  at  end  of  quarter 


Less  than  $500  at  the  end  of  any  month 


$500  or  more,  but  less  than  $3,000,  at 
the  end  of  any  month 


$3,000  or  more  at  the  end  of  any 
eighth-monthly  period  (month  is  divided 
into  8  deposit  periods — refer  to 
Circular  E  for  specifics) 


Deposit  Requirements 

Taxes  can  be  paid  to  IRS 
with  Payroll  Return  Form 
941E  (see  next  paragraph) 

Undeposited  taxes  may  be 
carried  forward  and 
deposited  with  the  fol- 
lowing month 

Deposit  the  taxes  within 
15  days  after  the  end  of 
the  month 

Deposit  the  taxes  within 
3  banking  days  after  the 
end  of  the  eighth- 
monthly  period 


Reporting  Requirements.     The  treasurer  must  prepare  and  submit  a 
Payroll  Tax  Return  Form  941E  on  a  quarterly  basis  (see  pages  7-27  - 
7-30).     Instructions  for  completing  Form  941E  can  be  found  on  page  four 
of  the  form.     This  report  must  be  filed  with  the  Internal  Revenue 
Service  by  the  end  of  the  following  month  after  the  calendar  quarter 
ends  (i.e.,  a  payroll  quarter  ending  March  31  requires  a  payroll  return 
by  April  30). 
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At  the  end  of  the  calendar  year,  a  wages  earned  statement,  coraraonly 
known  as  Form  W-2,  must  be  prepared  for  each  employee.     It  includes 
total  wages  paid,  cash  value  of  noncash  compensation  (such  as  the  use  of 
municipal-owned  vehicles),  and  total  amount  of  income  taxes  withheld 
(federal  and  state).     The  W-2s  must  be  delivered  to  each  employee  by 
January  31.     (See  instructions  for  Form  W-2  on  pages  7-31  -  7-32,  and 
sample  W-2  on  pages  7-33  -  7-34.)     Copies  of  the  Form  W-2  for  each 
employee  are  sent  to  the  Internal  Revenue  Service  with  a  Form  W-3  (see 
pages  7-35  -  7-38). 

The  treasurer  must  also  file  a  Form  1099-MISC  at  the  end  of  the  cal- 
endar year  for  each  person  who  received  $600  or  more  from  the  munici- 
pality and  was  not  treated  as  an  employee.     An  example  would  be  an 
individual  who  provides  tutoring  services  for  the  school  department  and 
receives  $1,200  for  these  services. 

State  Income  Tax  (62B;2) 

Massachusetts  income  tax  withholding  laws  parallel  the  federal  laws. 
The  amount  of  the  deduction  to  be  taken  is  based  on  taxable  wages, 
marital  status,  and  the  number  of  exemptions  claimed.     A  current  State 
Form  M-4  Withholding  Exemption  Certificate  (see  pages  7-23  -  7-24)  is 
necessary  only  if  the  employee  is  claiming  different  exemptions  for 
state  income  tax  purposes. 

The  Massachusetts  Department  of  Revenue  also  requires  the  timely  pay- 
ment of  withheld  taxes.     The  payment  of  withheld  taxes  is  paid  directly 
to  the  Commonwealth  rather  than  through  a  depository  bank.     There  are 
four  payment  periods  that  accommodate  different  ranges  of  taxes  with- 
held.    All  payments  must  accompany  a  payroll  tax  return  as  follows: 

Amount  Withheld  Type  of  Return  Payment  Schedule/ 


Per  Year 


Due  Date 


$100  or  less 


M-941A 


Annual — January  31 


$100-$1,200 


M-941 


Quarterly — January  31, 
April  30,  July  31, 
October  31 


$l,200-$25,000 


M-942 


Monthly — 15th  day  of 
the  following  month 


More  than  $25,000 


M-941W 


Weekly — third  business 
day  following  the  7th, 
15th,  22nd,  and  the 


last  day  of  the  month 


(See  sample  forms  on  pages  7-39  -  7-45.) 
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Retirement  Contribution  (32; 22) 


Retirement  contributions  at  the  rate  of  5%,   7%,  or  8%  of  regular  com- 
pensation, depending  on  the  date  of  the  employee's  enrollment,  are  with- 
held from  all  eligible  employees.     The  amount  withheld  must  be  turned 
over  to  the  municipality's  retirement  system  on  a  timely  basis.  (See 
the  chapter  on  Retirement  Systems  for  specific  procedures.) 

NOTE:     Municipal,  county,  and  district  treasurers  are  required  to  make 
provisions  for  charging  federal  grants  for  pension  costs  of  all 
active  members  of  a  retirement  system  whose  salaries  are  paid 
from  these  grants.     Please  refer  to  IGR  85-103  on  pages  7-47  - 
7-48  for  more  information. 

Group  Life  and  Health  Insurance  (32B) 

A  plan  of  group  life  and  health  insurance  may  be  provided  for  employ- 
ees of  municipalities  if  Chapter  32B  of  the  Massachusetts  General  Laws 
has  been  accepted.     The  amount  withheld  will  be  determined  by  the  cost 
of  the  plan  and  the  percentage  ratio  that  is  voted  by  each  individual 
municipality. 

The  community  must  pay  a  minimum  of  50%  of  the  cost  of  group  life  and 
health  insurance  for  an  employee.     This  share  may  be  increased  to  a 
maximum  of  99  1/2%.     An  employee's  eligibility  and  the  coverage  ratio 
are  determined  by  the  sections  of  the  law  accepted  under  Chapter  32B  by 
each  municipality. 

If  Chapter  32B  has  been  accepted,  section  4  states  that  each  employee 
shall  automatically  be  insured.     It  further  states  that  any  employee  who 
desires  to  be  excluded  must  do  so  in  writing  at  least  30  days  prior  to 
the  effective  date  of  coverage.     It  is  important  to  maintain  adequate 
files  that  document  included,  as  well  as  excluded,  employees.  Adequate 
employee  files  provide  evidence  if  the  matter  of  coverage  is  questioned 
in  the  future. 


Annuities  and  Deferred  Income  (44:67, 67A) 

There  are  three  methods  allowable  to  defer  income  from  taxation,  with 
different  rules  applying  to  each  method.     The  treasurer  should  examine 
the  text  of  each  statute  for  specifics  on  the  restrictions  and  proce- 
dures for  annuities  and  deferred  income: 

1.  Individual  Retirement  Accounts  (44:67A) 

2.  Deferred  Compensation  (44:67) 

3.  Tax  Sheltered  Annuities  (school  personnel  only)  (71:37B) 
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Other  Deductions  (149:178B) 


The  treasurer  of  a  city  or  town  may  make  deductions  from  an  employ- 
ee's salary  for  purchasing  shares  of,  making  deposits  in,  or  repaying 
loans  of  any  eligible  institutions,  which  generally  include: 

•  credit  unions 

•  savings  or  cooperative  banks 

•  trust  companies 

•  national  banking  associations 

•  federal  savings  and  loan  associations 

•  federal  credit  unions 

•  banking  or  Morris  Plan  companies 

Within  14  days  of  the  deduction,  the  money  deducted  must  be  transmitted 
to  the  treasurer  of  the  credit  union  or  to  the  appropriate  officer  of 
any  other  such  bank  or  association  for  the  purposes  specified  by  the 
employee.     The  requirements  below  affect  deductions  from  an  employee's 
pay: 

1.  If  the  city  or  town  has  a  bylaw  or  collective  bargaining 
agreement  to  this  effect,  the  treasurer  must  make  such 
deductions . 

2.  Unless  the  city  or  town  has  a  conflicting  bylaw  or  ordinance,  the 
treasurer  may  make  such  deductions. 

3.  Amount(s)  must  be  authorized,  in  writing,  by  the  employee. 
Changes  or  termination  of  such  deductions  must  also  be  in 
wri  ting. 

The  city  or  town  may  deduct  from  the  pension  or  retirement  allowance 
of  a  retired  employee  amounts  for  a  credit  union  if  the  employee  so 
specifies  in  writing.     Such  sums  must  be  transmitted  to  the  credit  union 
by  the  treasurer.     Authorization  for  this  deduction  can  be  found  in 
Chapter  41,   section  41C. 

In  addition  to  the  payroll  deductions  previously  discussed,  authority 
is  given  for  deductions  for  U.S.  Savings  Bonds  (154:8)  and  group  auto- 
mobile and  homeowner's  insurance  (175:193R). 

Other  miscellaneous  deductions  are  authorized  under  the  following 
sections  of  Chapter  180  of  the  General  Laws: 
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• 

Union  dues 

(180: 

17A) 

• 

United  fund  or  community  chest 

(180: 

17B) 

• 

Teachers  union  or  association 

(180: 

17C) 

• 

School  nurses  union  or  association 

(180: 

17E) 

• 

Massachusetts  independent  health  agency 

(180: 

17F) 

• 

Agency  fee  in  lieu  of  union  dues 

(180: 

17G) 

• 

Public  transportation  passes 

(180: 

17H) 

• 

Health  insurance  for  members  of 
employee  associations 

(180: 

17J) 

Reconciliation  of  Payroll  Deductions 

At  the  end  of  the  calendar  year,  the  federal  and  state  governments 
require  a  reconciliation  of  each  employee's  W-2s  (individual  statement 
of  earniags  and  income  taxes  withheld)  to  the  amount  of  income  taxes 
paid  over  throughout  the  calendar  year.     The  treasurer  should  perform  a 
reconciliation  between  the  employee's  payroll  cards,  payroll  register, 
and  actual  amount  paid  for  deductions  as  frequently  as  reports  and/or 
returns  are  due.     This  will  provide  assurance  that  the  municipality  is 
paying  over  the  correct  amount  and  that  individual  employees  are 
receiving  proper  credit. 

Some  computer  services  provide  payroll  reports  and/or  returns  with  an 
automatic  reconciliation.     It  is  the  responsibility  of  the  treasurer  to 
verify  the  computer  service  reconciliations.     In  smaller  communities, 
the  reconciliation  is  generally  performed  manually. 

The  following  steps  are  taken  for  payroll  deduction  reconciliations. 
This  process  should  be  performed  on  a  monthly,  or  at  least  a  quarterly, 
basis : 

1.  The  payroll  register  sheets  prepared  per  pay  period  should  be 
grouped  by  months  and  totaled. 

2.  The  monthly  totals  per  payroll  register  should  be  verified  to  the 
treasurer's  cash  book  entries  for  payroll  deductions.  Corrections 
should  be  made  at  this  time  if  a  variance  has  occurred. 

3.  Individual  payroll  cards  should  be  totaled  at  the  end  of  the 
month. 

4.  An  adding  machine  tape  of  the  monthly  totals  for  payroll  cards 
should  be  compared  to  the  monthly  totals  for  payroll  registers. 
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5.  The  totals  from  both  sources  should  equal.     Any  variation  should 
be  promptly  reconciled. 

6.  Enrollment  figures  in  the  municipality  should  be  reconciled  to 
the  detail  billing  provided  by  the  group  insurance  contractor. 

It  is  important  to  follow  through  on  any  variations  noted  between 
the  treasurer's  enrollment  figures  and  the  actual  billing.  Fail- 
ure to  include  an  eligible  employee  for  the  municipality's  group 
insurance  plan  could  result  in  potential  liabilities  for  the 
municipality.     On  the  other  hand,  the  municipality  could  pay  an 
amount  in  excess  of  what  is  actually  owed. 

7.  Payroll  returns  and  reports  should  be  prepared  after  the  recon- 
ciliation process. 

Unemployment  Compensation  (I51A:14A) 

Although  there  is  no  deduction  from  an  employee's  compensation, 
cities  and  towns  are  liable  for  unemployment  compensation  benefits  paid 
by  the  Division  of  Employment  Security  to  any  of  its  workers  who  become 
eligible  for  such  benefits.     Reimbursements  to  the  Division  of  Employ- 
ment Security  may  be  made  by  contributing  a  percentage  of  the  annual 
payroll,  which  would  be  determined  by  the  Division  based  on  the  history 
of  the  town's  unemplojmient  activity,  or  on  a  pay-as-you-go  basis,  in 
which  the  Division  bills  on  a  monthly  or  quarterly  basis  for  benefits 
paid  during  that  period  for  employees  of  the  city,  town,  or  district. 

FAIR  LABOR  STANDARDS  ACT 

The  Fair  Labor  Standards  Act  (FLSA)  contains  minimum  wage,  overtime 
pay,  compensatory  time,  and  record  keeping  requirements.     These  require- 
ments apply  to  all  state  and  local  government  employees,  except  those 
excluded  from  the  FLSA  definition  of  "employee"  and  those  who  qualify 
for  exemption  from  the  requirements  of  the  FLSA.     Employees  not  subject 
to  an  overtime  pay  exemption  must  be  paid  not  less  than  one  and  one-half 
times  the  regular  rate  of  pay  for  all  hours  over  40  worked  in  a  work- 
week.    Employees  may  receive  compensatory  time  off  in  lieu  of  overtime 
compensation  at  a  rate  of  one  and  one-half  hours  for  each  hour  of  over- 
time emplojmient.     Having  begun  cn  April  15,   1986,  there  is  an  accrual 
limit  of  240  hours  of  compensatory  time  and  480  hours  for  public  safety, 
emergency  response,  and  seasonal  activities. 

A  public  agency  may  provide  compensatory  time  pursuant  to  the  pro- 
visions of  a  collective  bargaining  agreement.     Employees  not  covered  may 
create  an  agreement  betwen  the  employer  and  the  individual  employee. 
The  agreement  is  not  required  to  be  in  writing,  yet  some  record  of  its 
existence  must  be  maintained.     The  agreement  must  be  made  before  the 
work  is  performed,  and  the  employee  cannot  have  accrued  compensatory 
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time  in  excess  of  the  applicable  limit.  The  employee  who  reaches  the 
applicable  limit  must  be  paid  overtime  compensation. 


If  compensation  is  paid  to  an  employee  for  accrued  compensatory  time 
off,  such  compensation  shall  be  paid  at  the  regular  rate  earned  by  the 
employee  at  the  time  of  payment.     Upon  termination  of  employment,  the 
employee  shall  be  paid  for  authorized  compensatory  time  off  accrued  at  a 
rate  not  less  than  the  average  regular  rate  paid  to  the  employee  over 
the  last  three  years,  or  the  final  rate  received,  whichever  is  higher. 


Exemptions 

Excluded  from  the  requirements  of  the  FLSA  are:     elected  public 
officials  and  their  immediate  supervisors;  certain  individuals  whom  they 
appoint  or  select  to  serve  in  policymaking  positions;  and  employees  of 
legislative  branches  of  state  and  local  governments.     The  individual 
cannot  be  subject  to  the  civil  service  laws  of  the  employing  state  or 
local  agency. 

Employees  who  perform  bona  fide  executive,  administrative,  profes- 
sional, or  outside  sales  activities  are  exempt  from  minimum  wage  and 
overtime  pay  requirements.     Employees  of  amusement  or  recreational 
establishments  are  exempt  if  the  establishment  meets  certain  require- 
ments of  the  FLSA. 


Fire  Protection  and  Law  Enforcement  Employees 

A  complete  overtime  pay  exemption  exists  for  any  employee  of  a  public 
agency  who  in  any  workweek  is  employed  in  fire  protection  or  law 
enforcement  activities  (including  security  personnel  in  correction 
facilities),  if  that  public  agency  employs  less  than  five  employees 
during  the  workweek  in  fire  protection  or  law  enforcement.     If  the 
agency  does  not  fit  the  above  description,  a  partial  overtime  exemption 
is  available  for  employees  on  a  work  period  basis. 

The  maximum  work  hours  standard  for  fire  protection  employees  is  212 
for  a  work  period  of  28  consecutive  days.     The  maximum  for  law  enforce- 
ment employees  is  171  hours  for  28  consecutive  days.     Until  the  number 
of  hours  worked  exceeds  the  number  of  hours  which  bears  the  same  rela- 
tionship to  212  or  171  as  the  number  of  days  in  the  work  period  bears  to 
28  consecutive  days,  no  overtime  compensation  is  required. 

Employees  may  undertake  employment  from  the  same  employer  on  an 
occasional,  part-time  basis  in  a  different  capacity  from  regular  employ- 
ment.    Such  employment  is  not  counted  as  hours  worked  for  overtime  pur- 
poses on  the  regular  job.     However,  if  an  employee  is  required  by  his  or 
her  primary  employer  to  perform  special  duty  for  a  second  employer,  then 
the  hours  worked  are  included  for  overtime  purposes. 
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NEW  LEGISLATION 


There  are  two  recent  changes  in  the  law  which  affect  the  preparation 
of  the  payroll.     A  brief  discussion  of  personal  use  of  municipally  owned 
vehicles  as  a  fringe  benefit  and  medicare  deductions  for  newly  hired 
employees  follows. 


PERSONAL  USE  OF  MUNICIPALLY  OWNED  VEHICLES 

The  Internal  Revenue  Code  (Federal  Tax  Reform  Act  of  1984,  as  amended 
by  PL  99-44)  has  defined  the  personal  use  of  a  vehicle  furnished  by  a 
municipality  as  a  taxable  fringe  benefit.     As  the  employer,  the  munici- 
pality is  required  to  report  the  value  of  this  fringe  benefit  as  taxable 
income.     Certain  "qualified  non  personal  use  vehicles,"  such  as  marked 
police  or  fire  vehicles  and  school  buses,  have  been  exempted  from  taxa- 
tion as  a  fringe  benefit.     A  list  of  exempt  vehicles  can  be  found  on 
page  7-15. 

If  the  municipality  provides  the  vehicle  to  the  employee  and  the  per- 
sonal use  is  not  confined  to  commuting,  the  value  of  the  personal  use  is 
computed  using  the  following  formula: 

•  mileage  driven  for  business       x      annual  lease    =    business  use 

total  mileage  driven  value*  value 

•  annual  lease  value    -    business  use    =    personal  use 

value  value 

•  if  gasoline  is  provided,   5  1/2  cents  per  personal  mile  must  be 
added  to  the  value  of  the  personal  use 

*from  tables  shown  on  page  7-49 

See  Information  Sheet  for  Computation  of  Fringe  Benefit  of  Employer 
Provided  Vehicle  on  pages  7-51  -  7-54. 

An  alternative  method  is  to  determine  the  value  as  if  the  vehicle 
were  used  entirely  for  personal  use.     This  amount  is  added  to  the  W-2 
form  for  that  employee.     The  employee  then  deducts  the  value  of  his/her 
business  use  of  the  vehicle  on  the  Employee  Business  Expense  Form  2106 
and  deducts  that  amount  on  Form  1040.     All  such  deductions  must  be 
substantiated  by  adequate  records. 

If  the  vehicle  is  provided  to  the  employee  solely  for  commuting  to 
and  from  work,  the  employer  is  required  to  set  the  value  of  this  fringe 
benefit  using  the  method  described,  or  by  multiplying  $1.50  by  the  num- 
ber of  one-way  commutes  in  the  period  reported.     This  Special  Rule  has 
requirements  which  must  be  met  before  it  can  be  used.     Please  refer  to 
page  7-14  for  a  fuller  explanation  of  the  requirements. 
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Withholding  on  Fringe  Benefits 


When  the  value  of  the  personal  use  of  the  vehicle  has  been  deter- 
mined, withholding  can  either  be  made  at  the  20%  supplemental  pay  rate 
for  the  period,  or  the  fringe  benefit  can  be  apportioned  equally  to  the 
individual's  pay  for  the  period.     The  amount  added  is  subject  to  with- 
holding in  accordance  with  the  W-4  on  file  for  the  individual. 

When  preparing  the  W-2  for  the  year,  the  simplest  method  of  handling 
the  value  of  the  fringe  benefits  is  to  issue  a  separate  W-2  for  the 
amount  allocated  for  personal  use.     Fringe  benefits  to  employees  must  be 
included  in  box  10  and,  if  applicable,  in  box  1 3  of  the  W-2.     The  total 
value  of  the  fringe  benefit  is  reported  in  box  16. 

Requirements  for  Use  of  Special  Rule  Deductions 

1.  The  vehicle  must  be  owned  or  leased  by  the  municipality  and 
provided  to  one  or  more  employees  for  use  in  connection  with 
their  duties. 

2.  The  municipality  requires  the  employee  to  commute  to  and/or  from 
work  in  the  vehicle. 

3.  The  employer  has  established  a  policy  under  which  the  vehicle  may 
not  be  used  for  personal  purposes  other  than  commuting  or  de 
minimis  personal  use. 

4.  Except  for  such  de  minimis  personal  use,  the  vehicle  would  not  be 
used  for  any  personal  purpose  other  than  commuting. 

5.  The  employee  required  to  use  the  vehicle  for  commuting  is  not  a 
control  employee*  of  the  municipality.     If  the  vehicle  is 
chauffeur-driven,  the  $1.50  one-way  commute  rule  may  not  be  used 
to  value  the  commuting  use  of  any  passenger  who  commutes  in  the 
vehicle.     The  rule  may  be  used,  however,  to  value  the  fringe 
benefits  of  the  chauffeur. 

*A  control  employee  of  a  government  employer  is  any  elected 
official;  a  federal  employee  appointed  by  the  President  and 
confirmed  by  the  Senate  or  a  state  or  local  executive  officer 
comparable  to  a  board  of  shareholder  appointed  or  elected  officer 
of  a  company  or  a  director  of  company. 

6.  A  control  employee  may  still  use  the  $1.50  one-way  commute  role 
if  the  vehicle  in  which  he/she  commutes  is  not  an  automobile. 

NOTES:  Although  the  above  statement  of  policy  did  not  need  to  be  in 

written  form  prior  to  1986,  it  is  required  that  it  be  written  in 
1986  and  thereafter.     If  not  already  on  file,  a  written  statement 
of  policy  regarding  the  personal  use  of  municipal  vehicles  should 
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be  obtained  promptly  from  the  mayor  or  city  council  in  cities  and 
the  board  of  selectmen  in  towns.     Such  a  statement  should  incor- 
porate each  of  the  above  requirements,   1  through  the  first  sen- 
tence of  5.     The  written  statement  will  also  serve  to  help  meet 
the  substantiation  requirements  called  for  in  using  the  Special 
Rule  ($1.50  one-way  commute — $3.00  per  day). 

List  of  Exempt  Vehicles 

The  list  of  these  exempt  "qualified  nonpersonal  use  vehicles"  in- 
cludes, but  is  not  limited  to: 

1.  Marked  police  or  fire  vehicles  that  have  a  painted  insignia  or 
purpose  marking 

2.  Ambulances  or  hearses  used  as  such 

3.  A  vehicle  designed  to  carry  cargo  with  a  loaded  gross  weight  of 
over  14,000  pounds 

4.  Bucket  trucks  ("cherry  pickers") 

5.  Cement  mixers 

6.  Combines 

7.  Cranes  and  derricks 

8.  Delivery  trucks  with  seating  only  for  driver  or  for  driver  plus  a 
folding  jump  seat 

9.  Dump  trucks  (including  garbage  trucks) 

10.  Flatbed  trucks 

11.  Forklifts 

12.  Passenger  buses  used  as  such  with  capacity  for  20  or  more 

13.  Qualified  moving  vans 

14.  Qualified  specialized  utility  repair  trucks  except  vans  and 
pickup  trucks 

15.  Refrigerated  trucks 

16.  School  buses 

17.  Tractors  and  other  special  farm  vehicles 
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18.  Unmarked  vehicles  used  by  law  enforcement  officers,  if  the  use  is 
officially  authorized 

19.  Such  other  vehicles  as  the  Commissioner  of  Internal  Revenue  may 
designate 


MEDICARE  DEDUCTIONS 

Wages  of  local  government  employees  hired  after  March  31,   1986,  are 
generally  subject  to  the  hospital  insurance  (Medicare)  portion  of  the 
social  security  tax  under  the  Consolidated  Omnibus  Budget  Reconciliation 
Act  which  became  effective  on  April  1,  1986. 

Medicare  is  a  portion  of  social  security  which  consists  of  two  major 
programs.  Hospital  Insurance  (Part  A)  and  Supplementary  Medical  Insur- 
ance (Part  B).     Eligibility  for  these  programs  generally  begins  at  age 
65.     Reimbursement  for  inpatient  hospital  and  home  nursing  care  comes 
from  Part  A.     Outpatient  care  and  doctors  fees  are  covered  by  Part  B, 
which  is  optional.     Those  who  choose  to  participate  are  charged  a  month- 
ly premium. 


Who  Must  Pay? 

New  employees  not  in  groups  already  covered  under  a  state's  Social 
Security  Agreement  will  be  liable  for  the  Medicare  portion  of  the 
Federal  Insurance  Contributions  Act  (FICA)  tax. 

A  newly  hired  worker  is  a  full-time,  part-time,  or  seasonal  worker. 
If  a  worker  transfers  from  another  department  to  another  within  the  same 
community,  he/she  is  not  a  new  employee  for  purposes  of  this  act.  If, 
however,  he  or  she  transfers  from  another  community,  the  Medicare  tax 
would  apply.     Also,  elected  officials  who  are  reelected  to  an  office 
within  their  community  are  not  new  hires.     Temporary  workers  hired  for 
certain  emergencies,  and  unemployed  individuals  participating  in  re- 
employment programs,  are  mandatorily  excluded  from  coverage. 

Employees,  such  as  teachers,  who  were  already  in  groups  covered  by 
social  security,  will  continue  to  be  covered  under  the  previous 
agreement.     For  those  employees,  states  will  continue  to  make  and  report 
required  payments  to  the  Social  Security  Administration. 


Reporting  and  Paying  Taxes 

Guidelines  will  be  sent  to  local  treasurers  with  a  copy  of  Form  941E 
exlaining  more  about  requirements  for  reporting  and  paying  the  taxes 
withheld.     The  two  agencies  which  will  administer  the  collection  of 
Medicare  taxes — the  Internal  Revenue  Service  and  the  Social  Security 
Administration — have  agreed  to  grant  a  period  of  time  to  allow  locali- 
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ties  to  comply  with  the  mandate.     All  penalties,  but  not  interest 
charges,  will  be  waived  if  taxes  are  paid  by  February  2,   1987.  Follow- 
ing the  expiration  of  this  grace  period,  a  five  percent  penalty  will  be 
charged  on  late  or  misfiled  FICA  tax  deposits.     The  penalty  will  in- 
crease to  25%  if  the  amount  reported  as  filed  is  an  overstatement  of  the 
amount  actually  deposited,  unless  the  error  was  due  to  reasonable  cause 
and  not  willful  neglect. 

Communities  that  currently  have  some  employees  in  social  security 
will  send  their  Medicare  contributions  for  the  newly  hired  employees  to 
their  state  social  security  administrator.     Those  jurisdictions  which 
currently  have  no  employees  under  social  security  will  be  required  to 
make  their  payments  for  Medicare  coverage  to  the  financial  institution 
where  the  community  currently  deposits  withheld  federal  income  taxes. 
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C  .... 


The   CoMJ.'.ONAVEALTH  of  rtAS5ACML--.LT1S 

DEPARTMENT  OF  REVENUE 
Division  of  Local  Services 


r.iyment  of  funds  re- 
ceived for  off  duty 
work  performed  by 
city  or  town  employee 


Re  J  ear.-.'  No.  80-3 


t-i: '  :.:)Ei  .JNE 


Subject : 


JOYCE  HAMPERS 

COMMISSlONLn 


EDWARD  J.  COLUK'S.  J«L 
DEPUTY  CO»/MISSIOKEl; 


Ch.    98  of  the  Acts  of  1980  -  Amends  Ch .   44.   Section  53C 


Sumr.ary  r 


This  bill  amends  Section  53C  of  Chapter  44,  Massachusetts  General 
Laws,   by  replacing  the  first  paragraph  of  said  section.     The  only 
cliange  is  to  add  several  lines  to  the  end  of  the  section  that  re- 
quires cities,   towns  and  districts  to  pay  for  off-duty  or  special 
detail  work  perforir.ed  by  certain  employee*?  no  later  than  ten  (10) 
working  days  after  the  funds  are  received  by  the  city,  irown  or  dis- 
trict from  the  recipient  of  such  services. 


This  legislation  is  intended  to  serve  a  dual  purpose: 

(1)  It  should  prevent  the  prepayment  of  compensation  to  these  cer- 
tain employees  and  thus  eliminate  the  unauthorized  overdrawn 
balances  that  have  been  criticized  in  various  audit  reports. 

(2)  It  provides  for  a  timely  payment  to  the  employees  entitled 
to  such  compensation. 


Purpose ; 
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T}iE  CO^LMONWEALTH  OF  MASSACHUSETTS 
Advance  Copy  1980  Acts  and  Resolves 

MICHAEL  JOSEPH  CONNOLLY,  State  Secretary 


Chap.  98.  AN  ACT  RELATIVE  TO  THE  PAYMENT  FOR 

OFF-DUTY  WORK  DETAILS  TO  CERTAIN  EM- 
PLOYEES   IN    CITIES,    TOWNS   AND  DISTRICTS. 

Be  it  enacted,  etc.,  as  follows: 

Section  53C  of  chapter  44  of  the  General  Laws  is  hereby 
amended  by  'striking  out  the  first  paragraph,  as  amended  by 
chapter  24  of  the  acts  of  1976,  and  inserting  in  place  tJiereof  the 
follo'Aing  paragraph:- 

AH  money  received  by  a  city,  town  or  district  as  compensation 
for  work  performed  by  one  of  its  employees  on  an  off-duty  work 
detail  which  is  related  to  such  employee's  regular  employment  or 
for  special  detail  v/ork  performed  by  persons  where  such  detail 
is  not  related  to  regular  employment  shall  be  deposited  in  the 
treasury  and  shall  be  kept  in  a  fund  separate  from  all  other 
monies  of  such  city,  town  or  district  and,  notwithstanding  tlie 
provisions  of  section  fifty- three,  shall  be  expended  witliout 
further  appropriation  in  such  manner  and  at  such  times  as  shall . 
in  the  discretion  of  the  authority  authorizing  such  off-dut^-  work 
detail  or  special  detail  work,  compensate  Uje  employee  or  person 
for  such  services;  provided,  however,  that  such  compensation 
shall  be  paid  to  such  employee  or  person  no  later  than  ten 
working  days  after  receipt  by  the  city,  town  or  district  oi 
payment  for  such  services. 

Approved     April     11,  1980. 
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For.  W-4 
(Rev  January  1986) 


Department  of  the  Treasury — Internal  Revenue  Service 

Employee's  Withholding  Allowance  Certificate 


OMBNo.  1545-0010 
Expires:  11-30-87 


1  Type  or  print  your  full  name 


Your  social  security  number 


Home  address  (number  and  street  or  rural  route) 


City  or  town,  state,  and  ZIP  code 


n  Single    n  Married 

CH  Married,  but  withhold  at  higher  Single  rate 

Note:  If  married,  but  legally  separated,  or  spouse  is  a 
nonresident  alien,  check  the  Single  box. 


4  Total  number  of  allowances  you  are  claiming  (from  line  F  of  the  worksheet  on  page  2)   

5  Additional  amount,  if  any,  you  want  deducted  from  each  pay   

6 1  claim  exemption  from  withholding  because  (see  instructions  and  check  boxes  below  that  apply): 

a   [J  Last  year  I  did  not  owe  any  Federal  income  tax  and  had  a  right  to  a  full  refund  of  ALL  income  tax  withheld,  AND 
b   m  This  year  I  do  not  expect  to  owe  any  Federal  income  tax  and  expect  to  have  a  right  to  a  full  refund  of 
ALL  income  tax  withheld.  If  both  a  and  b  apply,  enter  the  year  effective  and  "EXEMPT"  here     .  . 
c    If  you  entered  "EXEMPT"  on  line  6b,  are  you  a  full-time  student?  DVes  DNo 

Under  penalties  of  perjury,  I  certify  that  I  am  entitled  to  the  number  of  w/ithholding  allowances  claimed  on  this  certificate,  or  if  claiming  exemption  from  withholding,  that  I  am  en- 
titled to  claim  the  exempt  status. 

Employee's  signature  ►  Date  ►  ,19 


7  Employer's  name  and  address  (Employer:  Complete  7,  8,  and  9  only  if  sending  to  IRS) 


8  Office 
code 


9  Employer  identification  number 


 -   Detach  along  this  line 

Changes  You  Should  Note. — Each  withholding 
allowance  has  increased  to  $1,080  and  the 
income  tax  brackets  have  expanded  to  reflect 
indexing.  Therefore,  Income  tax  withholding  has 
decreased.  If  you  claim  withholding  allowances 
for  deductions  and  credits,  you  should  check  to 
be  sure  that  enough  tax  is  being  withheld. 
Privacy  Act  and  Paperwork  Reduction  Act 
Notice. — If  you  do  not  give  your  employer  a 
completed  Form  W-4,  you  will  be  treated  as  a 
single  person  with  no  withholding  allowances  as 
required  by  law.  We  ask  for  this  information  to 
carry  out  the  Internal  Revenue  laws  of  the  United 
States.  We  may  give  the  information  to  the 
Department  of  Justice  for  civil  or  criminal 
litigation  and  to  the  states  and  the  District  of 
Columbia  for  use  in  administering  their  tax  laws. 

Purpose. — You  must  complete  Form  W-4  so 
that  your  employer  can  withhold  Federal  income 
tax  from  your  pay.  Your  Form  W-4  will  remain  in 
effect  until  you  change  it.  However,  if  you 
entered  "EXEMPT"  on  line  6b,  your  W-4  will 
remain  in  effect  only  until  February  15th  of  the 
next  year.  By  correctly  completing  this  form,  the 
amount  of  tax  withheld  from  your  wages  will 
closely  match  your  tax  liability. 

If  you  got  a  large  refund  last  year,  you  may  be 
having  too  much  tax  withheld.  If  so,  you  may 
want  to  increase  the  number  of  your  allowances 
on  line  4  by  claiming  any  other  allowances  you 
are  entitled  to.  The  kinds  of  allowances,  and  how 
to  figure  them,  are  explained  later  in  detail. 

If  you  owed  a  large  amount  of  tax  last  year,  you 
may  not  be  having  enough  tax  withheld.  If  so,  you 
can  claim  fewer  allowances  on  line  4,  or  have  an 
additional  amount  withheld  on  line  5,  or  both. 

If  the  number  of  withholding  allowances  you 
are  entitled  to  claim  decreases  to  less  than  you 
are  now  claiming,  you  must  file  a  new  W-4  with 
your  employer  within  10  days. 
Publication  505,  Tax  Withholding  and  Estimated 
Tax,  contains  more  information  on  withholding. 
You  can  get  it  from  most  IRS  offices. 

For  more  information  about  dependents, 
deductions,  and  tax  credits  you  may  qualify  for 
see  the  Form  1040  Instructions. 
Penalty. — You  may  be  fined  $500  if  you  file, 
with  no  reasonable  basis,  a  W-4  that  results  in 
less  tax  being  withheld  than  is  properly  allowable. 
In  addition,  criminal  penalties  apply  for  wilfully 
supplying  false  or  fraudulent  information  or 
failing  to  supply  information  requiring  an 
increase  in  withholding. 


Give  the  top  part  of  this  form  to  employer;  keep  the  lower 

Worksheet  Instructions 

A  worksheet  is  provided  on  page  2.  These 
instructions  should  help  you  to  correctly  fill  out 
both  the  worksheet  and  the  form. 
Line  A.  Personal  Allowances. — You  can  claim 
the  following  personal  allowances:  one  for 
yourself,  one  if  you  are  65  or  older,  and  one  if  you 
are  blind. 

If  you  are  married  and  your  spouse  either  does 
not  work  or  is  not  claiming  his  or  her  allowances 
on  a  separate  W-4,  you  may  also  claim  the 
following  allowances:  one  for  your  spouse,  one  if 
your  spouse  is  65  or  older,  and  one  if  your  spouse 
is  blind. 

Line  B.  Special  Withholding  Allowance. — Claim 
the  special  withholding  allowance  if  you  are 
single  and  have  one  job;  you  are  married,  have 
one  job,  and  your  spouse  does  not  work;  or  the 
total  wages  earned  on  other  jobs  by  you  or  your 
spouse  (or  both)  is  10%  or  less  of  the  combined 
total  wages.  Use  this  special  withholding 
allowance  only  to  figure  your  withholding.  Do  not 
claim  it  when  you  file  your  return. 

Line  C.  Allowances  for  Dependents. — You  may 

claim  one  allowance  for  each  dependent  you  will 
be  able  to  claim  on  your  Federal  income  tax 
return. 

Note  1:  If  you  are  not  claiming  any  deductions  or 
credits  or  income  averaging,  skip  D  and  E,  add 
lines  A,  B,  and  C,  enter  the  total  on  line  Fand 
carry  the  total  over  to  line  4  of  Form  W-4. 
Note  2:  Before  you  claim  allowances  under  D 
and  E,  total  your  nonwage  taxable  income 
(interest,  dividends,  self-employment  income, 
etc.)  and  subtract  this  amount  from  estimated 
deductions  you  would  otherwise  enter  in  Dl .  If 
your  nonwage  income  is  greater  than  the  amount 
of  estimated  deductions,  you  cannot  claim  any 
allowances  under  D.  Moreover,  you  should  take 
one-third  of  the  excess  (nonwage  income  over 
estimated  deductions)  and  add  this  to  the 
appropriate  "A "  value  in  Table  1  if  determining 
allowances  under  E. 
Line  D.  Allowances  for  Estimated 
Deductions. —  If  you  expect  to  itemize 
deductions  or  claim  adjustments  to  income,  you 
may  be  entitled  to  additional  withholding 
allowances.  See  Schedule  A  (Form  1040)  for 
deductions  you  can  itemize  and  see  the 
Adjustments  to  Income  section  on  page  1  of  Form 
1040  for  a  list  of  adjustments.  Do  not  include 
reimbursed  moving  expenses  or  IRA  contributions 


part  for  your  records.  -   

made  by  your  employer  unless  income  tax  has 
been  withheld  on  them  by  your  employer.  If  no 
tax  has  been  withheld  on  them  and  you  claim 
additional  allowances  for  them,  you  will  be 
underwithheld.  For  details,  see  Publication  505. 

Once  you  have  determined  these  deductions, 
enter  the  total  on  line  Dl  of  the  worksheet  on 
page  2  and  figure  the  number  of  withholding 
allowances  for  them. 

Line  E.  Allowances  for  Tax  Credits. — If  you 

expect  to  take  credits  like  those  shown  on  the 
1985  Form  1040,  such  as  child  care,  use  the 
table  on  page  2  to  figure  the  number  of  additional 
allowances  you  can  claim.  You  may  estimate 
these  credits.  Include  the  earned  income  credit 
only  if  you  are  not  receiving  advance  payment  of 
it.  Also,  if  you  expect  to  income  average,  include 
the  amount  of  the  reduction  in  tax  because  of 
averaging  and  any  excess  social  security  tax 
withheld  when  using  the  table. 
Line  F. — Add  lines  A  through  E  and  enter  the 
total  on  line  F  and  on  line  4  of  your  Form  W-4. 

Form  W-4  Instructions 

Identifying  Information. — Fill  in  the  identifying 
information  in  boxes  1  and  2.  If  you  are  married 
and  want  tax  withheld  at  the  regular  rate  for 
married  persons,  check  "Married"  in  box  3.  If 
you  are  married  and  want  tax  withheld  at  the 
higher  Single  rate  (because  both  you  and  your 
spouse  work,  for  example),  check  "Married,  but 
withhold  at  higher  Single  rate"  in  box  3. 
Line  4.  Total  Number  of  Allowances. — Use  the 
worksheet  on  page  2  to  figure  your  allowances. 
Enter  the  total  on  line  4. 

If  you  are  single  and  hold  more  than  one  job, 
you  may  not  claim  the  same  allowances  with 
more  than  one  employer  at  the  same  time.  If  you 
are  married  and  both  you  and  your  spouse  are 
employed,  you  may  not  both  claim  the  same 
allowances  with  both  of  your  employers  at  the 
same  time.  To  have  the  highest  amount  of  tax 
withheld,  claim  "0"  allowances  on  line  4. 
Line  5.  Additional  Amount  You  Want 
Deducted. — If  you  are  not  having  enough  tax 
withheld  from  your  pay,  you  may  ask  your 
employer  to  withhold  more  by  filling  in  an 
additional  amount  on  line  5.  Often,  married 
couples,  both  of  whom  are  working,  and  persons 
with  two  or  more  jobs  need  to  have  additional  tax 
withheld.  You  may  also  need  to  have  additional 
tax  withheld  because  you  have  income  other  than 
wages,  such  as  interest  and  dividends,  capital 
gains,  rents,  alimony  received,  taxable  social 
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Form    W-4    (Rev.  1-86) 


Form  W-4(Rev  1-86) 


Page  2 


security  benefits,  etc  Estimate  the  amount  you 
will  be  underwithheld  and  divide  that  amount  by 
the  number  of  pay  periods  in  the  year.  Enter  the 
additional  amount  you  want  withheld  each  pay 
period  on  line  5. 

Line  6.  Exemption  from  Withholding. — You  can 

claim  exemption  from  withholding  only  if  last  year 
you  did  not  owe  any  Federal  income  tax  and  had 
a  right  to  a  refund  of  all  income  tax  withheld,  and 
this  year  you  do  not  expect  to  owe  any  Federal 


income  tax  and  expect  to  have  a  right  to  a  refund 
of  all  income  tax  withheld.  If  you  qualify,  check 
boxes  6a  and  b,  write  the  year  exempt  status  is 
effective  and  "EXEMPT"  on  line  6b,  and  answer 
"Yes"  or  "No"  to  the  question  on  line  6c. 

If  you  want  to  claim  exemption  from  with- 
holding next  year,  you  must  file  a  new  W-4  with 
your  employer  on  or  before  February  15  of  next 
year.  If  you  are  not  having  Federal  income  tax 
withheld  this  year,  but  expect  to  have  a  tax 


liability  next  year,  the  law  requires  you  to  give 
your  employer  a  new  W-4  by  December  1  of  this 
year.  If  you  are  covered  by  social  security,  your 
employer  must  withhold  social  security  tax. 
Note:  Your  employer  must  send  to  IRS  any  W-4 
claiming  more  than  14  withholding  allowances  or 
claiming  exemption  from  withholding  if  the  wages 
are  expected  to  usually  exceed  $200  a  week.  The 
employer  is  to  complete  boxes  7,  8,  and  9  only  on 
copies  of  the  W-4  sent  to  IRS. 


Table  1 — For  Figuring  Your  Withholding  Allowances  for  Estimate( 


Tax  Credits  and  Income  Averaging  (Line  E) 


Estimated  Salaries 
and  Wages  from 
All  Sources 

Single  Employees 
(A)  (B) 

Head  of 
Household  Employees 
(A)  (B) 

Married  Employees  (When 
Spouse  not  Employed) 
(A)  (B) 

Married  Employees  (When 
Both  Spouses  Are  Employed) 
(A)  (B) 

Under  $15,000 

$  90 

$170 

$  0 

$170 

$  50 

$130 

$  0 

$130 

15,000-25,000 

120 

260 

0 

270 

60 

190 

310 

190 

25,001-35,000 

170 

330 

0 

330 

150 

240 

760 

210 

35,001-45,000 

240 

400 

0 

400 

150 

310 

1.280 

270 

45,001-55,000 

540 

400 

0 

400 

180 

360 

2,090 

310 

55,001-65.000 

1,060 

400 

0 

400 

290 

400 

2,810 

360 

Over  65,000 

2,050 

400 

550 

400 

460 

400 

3,490 

400 

Worksheet  to  Figure  Your  Withholding  Allowances  To  Be  Entered  on  Line  4  of  Form  W-4 


-see  instructions  on  page  1) 


Personal  allowances  

Special  withholding  allowance  (not  to  exceed  1  allowance- 
Allowances  for  dependents   

If  you  are  not  claiming  any  deductions  or  credits  or  income  averaging,  skip  lines  D  and  E. 
Allowances  for  estimated  deductions: 

1  Enter  the  total  amount  of  your  estimated  Itemized  deductions,  alimony  payments,  qualified 
retirement  contributions  including  IRA  and  Keogh  (H.R.  10)  plans,  deduction  for  a  married  couple 
when  both  work,  business  losses  including  net  operating  loss  carryovers,  moving  expenses, 
employee  business  expenses,  penalty  on  early  withdrawal  of  savings,  and  charitable  contributions 
for  nonltemizers  for  the  year  ► 


If  you  do  not  plan  to  itemize  deductions,  enter  $540  on  line  D2.  If  you  plan  to  itemize,  find  your 
total  estimated  salaries  and  wages  amount  in  the  left  column  of  the  table  below.  (Include  salaries 
and  wages  of  both  spouses.)  Read  across  to  the  right  and  find  the  amount  from  the  column  that 
applies  to  you.  Enter  that  amount  on  line  D2  ► 


Estimated 
salaries 

and  wages  from 
all  sources: 


Under  $20,000 

20.000-  40,000 

40.001-  60,000 
Over  $60,000 


Single  and  Head 
of  Household 
Employees 
(only  oneiob) 


Married  Employees 
(one  spouse  working 
and  one  job  only) 


Employees  with  more  than 
one  )ob  or  Married  Employees 
with  both  spouses  working  ' 


I  of  estimated  salaries 
and  wages 


of  estimated 
salaries 
and  wages 


$ 


.  $3,000   $4,100 

.  3,000    4,200 

8%  1  of  estimated  4  200 

}  salaries 
■    10%  )  and  wages      •    •  • 

3  Subtract  line  D2  from  line  D 1  (But  not  less  than  zero) 

4  Divide  the  amount  on  line  D3  by  $1,080  (increase  any  fraction  to  the  next  whole  number).  Enter  here 
Allowances  for  tax  credits  and  income  averaging:  use  Table  1  above  for  figuring  withholding  allowances 

1  Enter  tax  credits,  excess  social  security  tax  withheld,  and  tax  reduction  from  income  averaging  ^ 

2  Enter  the  column  (A)  amount  from  Table  1  for  your  salary  range  and  filing  status  (single,  etc.). 
However,  enter  0  if  you  claim  1  or  more  allowances  on  line  D4  

3  Subtract  line  2  from  line  1  (If  zero  or  less,  do  not  complete  lines  4  and  5)  

4  Find  the  column  (B)  amount  from  Table  1  for  your  salary  range  and  filing  status  

5  Divide  line  3  by  line  4.  Increase  any  fraction  to  the  next  whole  number.  This  is  the  maximum  number  of 
withholding  allowances  for  tax  credits  and  income  averaging.  Enter  here  I 

Example:  A  taxpayer  who  expects  to  file  a  Federal  income  tax  return  as  a  single  person  estimates  annual  wages  of  $12,000 
and  tax  credits  of  $650.  The  $12,000  falls  in  the  wage  bracket  of  under  $15,000.  The  value  in  column  (A)  is  $90. 
Subtracting  this  from  the  estimated  credits  of  $650  leaves  $560.  The  value  in  column  (B)  is  $170.  Dividing  $560 
by  $170  gives  3.3.  Since  any  fraction  is  increased  to  the  next  whole  number,  show  4  on  line  E. 

Total  (add  lines  A  through  E).  Enter  total  here  and  on  line  4  of  Form  W-4  I 


$ 


$ 


$ 


'  If  you  earn  10%  or  less  of  your  total  wages  from  other  jobs  or  one  spouse  earns  10%  or  less  of  the  couple's  combined  total  wages,  you  can  use  the 
"Single  and  Head  of  Household  Employees  (only  one  job)"  or  "Married  Employees  (one  spouse  working  and  one  job  only)"  table,  in  section  D  2. 
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FORM 
M-4 

Print  full  name  .... 
Print  home  address . 


MASSACHUSETTS  EMPLOYEE'S  WITHHOLDING  EXFMPHON  CEH I  IhlCAl  E 


Social  Security  No. 
City  


State 


Zip  Code 


EMPLOYEE: 

File  this  form  Of  Form  W- 
4  with  your  employer. 
Otherwise,  he  must 
wrthho(d  Massachusetts  In- 
come Tex  horn  your  wages 
without  eiemptiona. 

EMPLOYER: 

Keep  this  certificate  with 
your  records.  If  the 
employee  is  believed  to 
have  claimed  excessive  ex- 
emptions, the  Massa- 
chusetts Department  of 
Revenue  should  be  to  ad- 
vised. 


HOW  TO  CLAIM  YOUR  WITHHOLDING  EXEMPTIONS 

1.  Your  personal  exemption.    Write  the  figure  "1".  If  you  are  age  65  or  over  or  will  be  before  nekt  year,  write  "2"  . . 

2.  IF  MARRIED  and  if  exemption  for  spouse  is  allowed,  write  the  figure  "1".  If  your  spouse  is  age  65  or  over  or  will  be 
before  next  year  and  if  otherwise  qualified,  write  "2".  See  Instruction  C  

3.  Write  the  number  of  your  qualified  dependents.  See  Instruction  D  

4.  Add  the  number  of  exemptions  which  you  have  claimed  above  and  write  the  total. 

5.  Additional  withholding  pay  per  period  under  agreement  with  employer  $  

A.  n  Check  if  you  are  blind.  B.  □  Check  if  spouse  is  blind  and  not  subject  to  withholding. 

C.  □  Check  if  you  are  a  full-time  student  engaged  in  seasonal,  part-time,  or  temporary  employment  whose 

estimated  annual  income  will  not  exceed  $6,000. 
EMPLOYER:  DO  NOT  withhold  if  full  time  student  Box  C  is  checked. 


I  certify  that  the  number  of  withholding  exemptions  claimed  on  this  certificate  does  not  exceed  the  number  to  which  I  am  entitled. 
(Date)   19  . . .,  (Signed)  
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A.  NUMBER-  If  you  claim  MORE  than  the  correct  number  of  exemptions, 
civil  and  criminal  penalties  may  be  imposed.  You  may  claim  a  smaller  number 
of  exemptions.  If  you  do  not  file  a  certificate,  your  employer  must  withhold  on 
the  basis  of  no  exemptions. 

If  you  expect  to  owe  more  income  tax  than  will  be  withheld,  you  may  either 
claim  a  smaller  number  of  exemptions  or  enter  into  an  agreement  with  your 
employer  to  have  additional  amounts  withheld. 

IF  YOU  WORK  FOR  MORE  THAN  ONE  EMPLOYER  AT  THE  SAME 
TIME,  YOU  MUST  NOT  CLAIM  ANY  EXEMPTIONS  WITH 
EMPLOYERS  OTHER  THAN  YOUR  PRINCIPAL  EMPLOYER. 

If  you  are  married  and  if  your  spouse  is  subject  to  withholding,  each  may 
claim  a  personal  exemption. 

B.  CHANGES  -  You  may  file  a  new  certificate  at  any  time  if  the  number  of 
exemptions  INCREASES.  You  MUST  file  a  new  certificate  within  10  days  if 
the  number  of  exemptions  previously  claimed  by  you  DECREASES.  For  ex- 
ample, if  during  the  year  your  dependent  son's  income  indicates  that  you  will 
not  provide  over  half  of  his  support  for  the  year,  you  must  file  a  new  cer- 
tificate 

C.  SPOUSE  —  You  may  claim  an  exemption  in  Item  2  for  your  spouse  only  if 
she  (he)  is  not  the  dependent  of  another  taxpayer  and  is  not  expected  to 
receive  earned  income  in  excess  of  $2,200. 


If  your  spouse  qualifies  and  is  working  but  does  not  expect  to  receive 
than  $2,200  of  earned  income,  you  may  claim  an  exemption  in  Item  2 
though  she  (he)  is  claiming  a  personal  exemption. 

If  you  are  planning  to  file  separate  returns,  no  personal  exemptions  st- 
be  claimed  for  either  spouse  in  Items  1  and  2. 

If  your  spouse  is  65  years  of  age  or  over  or  will  be  during  the  year,  you 
claim  an  additional  exemption  in  Item  2  unless  she  (he)  is  working  and  claii 
a  65  or  over  exemption. 

D.  DEPENDENTfSI  —  You  may  claim  an  exemption  in  Item  3  for  eac 
dividual  who  qualifies  as  a  dependent  under  the  Federal  Income  Tax  Lai 
addition,  if  one  or  more  of  your  dependents  will  be  under  age  12  at  year 
add  "1"  to  your  dependents  total  for  Item  3. 

YOU  ARE  NOT  ALLOWED  TO  CLAIM  "FEDERAL  WITHHOLD 
ALLOWANCES"  UNDER  THE  MASSACHUSETTS  WITHHOLD 
SYSTEM. 


IF  YOU  HAVE  INCOME  NOT  SUBJECT  TO  WITHHOLDING,  Y 
ARE  URGED  TO  HAVE  ADDITIONAL  AMOUNTS  WITHHELD 
COVER  YOUR  TAX  LIABILITY  ON.SUCH  INCOME. 


IF  YOU  CLAIM  THE  SAME  NUMBER  OF  EXEMPTIONS  FOR  MASSACHUSETTS  AND  U.S.  INCOME  TAXES.  COMPLETE  U.S.  FORM  W-4  0 

70UM    II  B5  806961 
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A.  D.  Form  15 


THE  COMMONWEALTH  OF  MASSACHUSETTS 

TOWN  OF  DANA 


NAME  OF  CITY  OR  TOWN  OR  DISTRICT 


Sheet  No  

Warrant  No.  .  23   PAY  ROLL  OF  THE  .Parks  DEPARTMF.NT 


From  April. .1,   19   M    to  Apri!...i4,.  

Schedule  of  Departmental  Payroll 


19  ..8.6.. 


i:OBE 

A  ■  Ht.iicly 
n-  Daily 
C  ■  Wf»kly 
U  ■  Ri-Wccldj 
E  •  Sfini  Monlhljr 
F  •  Minlblv 
G-  Ovtrtimt 
H-  Vacation 
I  •  Sick  Leave 


NAME  AND  TITLE 
OR  POSITION! 


GROSS 
AMOUNT 


DEDUCTIONS 


BALANCE 
DUE 


\Vc.    lIlC  IMKlr 


cm;  tcspfCtiv 


cknowlotfc  to 
s  srt  against 
Rnpfurrs,  or  paid  bf 
t  .T[-iinst  the  item. 


William  Smith 
\  Caretaker-PT 


4  Requires  departm 
and  is  verified  by 

5  and  placed  on  tr 


(  nt 


h  ead 


accDun 


/  Wi 


6 
7 
S 
9 
10 
11 
12 
13 
14 
15 
16 
17 
1.^ 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 


Total 


apf 
tbnt 


roval 
auditor 


rra  it. 


Tr(  as 
based 
ove 


rer 
on 


ca 


ret  payioll 


Ijcula 
oil 


;es 


rec  jrds 


50 


10 


ded 


80 


jct  ons 
ard  pdys 


328 


03 


1 
2 

3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 


Approved  for  $  'iSO.  00  Certification  is  hereby  made  under  the  penalties  of  perjury  that  the  statements  set  fortli 

in  this  payroll  arc  true  to  the  best  of  my  knowledge  and  belief. 

I^v^/z^rx,  CXcltx-fTlu^.  

   .Park.s.. 


Department 
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941E 


Form 
(Rev.  April  1986) 
Department  of  the  Treasury 
Internal  Revenue  Service 


Quarterly  Return  of  Withheld  Federal  Income  Tax  and 
Hospital  Insurance  (Medicare)  Tax 

>  For  Paperwork  Reduction  Act  Notice,  see  page  2. 


Your  name, 

address, 

employer 

identification 

number,  and 

calendar 

quarter  of 

return. 

(If  not 

correct, 

please 

change.) 


Name 


Address  and  ZIP  code 


Date  quarter  ended  | 
Employer  identification  number 


J 


0MB  No  1545  0029 
Expires  8-31-88 


FF 


FD 


FP 


If  address  is  different 
from  prior  return,       I  | 
check  here  ►  I  I 


If  you  are  not  liable  for  returns  in  the  future,  check  here 


Date  final  wages  paid 


Complete  for  First  Quarter  Only 

la  Number  of  employees  (except  household)  employed  in  the  pay  period  that  includes  March  12th  ► 
b      If  you  have  a  section  218  agreement,  enter  your  Employer  SSA  number  [  lb  |  69-  


la 


2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 

15 
16 

17 


Total  wages  and  tips  subject  to  withholding,  plus  other  compensation   ► 

Totalincometaxwithheldfromwages,  tips,  pensions,  annuities,  sick  pay,  gambling,  etc.  .    .    .  ► 

Adjustment  of  withheld  income  tax  for  preceding  quarters  of  calendar  year  (see  instructions).    .  ► 

Adjusted  total  of  income  tax  withheld  

Taxable  hospital  insurance  wages  paid  $                          x  2.9%  (.029)  ► 

Adjustment  of  hospital  insurance  tax   ► 

Adjusted  total  of  hospital  insurance  tax  

Backup  withholding   ► 

Adjustment  of  backup  withholding  tax  for  preceding  quarters  of  calendar  year   ► 

Adjusted  total  of  backup  withholding  

Total  taxes  (add  lines  5,  8  and  1 1)   ► 

Advance  earned  income  credit  (EIC)  payments,  if  any  (see  instructions)   ► 

Net  taxes  (subtract  line  13  from  line  12).  This  must  equal  line  IV  below  (plus  line  IV  of 
Schedule  A  (Form  941)  if  you  have  treated  backup  withholding  as  a  separate  liability)  .    .    .  . 

Total  deposits  for  quarter,  including  overpayment  applied  from  prior  quarter,  from  your  records  .  ► 

Balance  due  (subtract  line  15  from  line  14).  This  should  be  less  than  $500.  Pay  to  IRS     .    .    .  ► 

If  line  15  is  more  than  line  14,  enter  overpayment  here  ►  $  and  check  if  to  be: 


32.824 


26 
83 


32,824 


83 


32,824 


83 


10 


11 


32, 824 


83 


12 


32,824 


83 


13 


GO 


14 


15 


16 


□  Applied  to  next  return  or 


□  Refunded, 


Record  of  Federal  Tax  Liability  (Complete  if  line  14  is  $500  or  more) 

See  the  instructions  under  rule  4  for  details  before  checking  these  boxes. 

Check  only  if  you  made  eighth-monthly  deposits  using  the  95%  rule  ►  □    Check  only  if  you  are  a  first  time  3-banking-day  depositor  ►  □ 


Date  wages  paid 


Tax  liability  (Do  not  show  Federal  tax  deposits  here.) 


First  month  of  quarter 

Second  month  of  quarter 

Third  month  of  quarter 

1st  through  3rd 
4th  through  7th 
8th  through  11th 
12th  through  15th 
16th  through  19th 
20th  through  22nd 

A 

1 

2293.92 

9 

B 

2518. 57 

J 

R 

2811 . 23 

C 

2451.99 

K 

2602. 56 

S 

D 

L 

T 

2599.94 

E 

2413. 13 

M 

2329.42 

U 

F 

N 

V 

2589. 14 

23rd  through  25th 
26th  through  the  last 

G 

2662. 55 

0 

2486.07 

w 

H 

P 

2472. 22 

X 

2594.09 

Total  liability  for  month 

/ 

// 

/// 

IV  Total  for  quarter  (add  lines  /,  //,  and  III)  

► 

32,824.83 

Under  penalties  of  penury.  I  declare  that  I  have  examined  this  return,  including  accompanying  schedules  and  statements,  and  to  the  best  of  my  knowledge  and  belief,  it  is  true, 
correct,  and  complete 


Signature  ►  c.-        J^:s^  t;^  .  V      v        Q  Title    ►         f  r^^:^  <:v       C-  Date   ►  7/11/85 

Please  file  this  form  with  your  Internal  Revenue  Service  Center  (see  instructions  on  "Where  to  File").  Form  94 1 E  (Rev  4  86) 
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Form  941E  (Rev.  4-86) 


Page  2 


Highlights 

Paperwork  Reduction  Act  Notice. — We  ask  for 

this  information  to  carry  out  the  Internal  Revenue 
laws  of  the  Uniteo  Ttates.  We  need  it  to  ensure 
that  taxpayers  are  complying  with  these  laws  and 
to  allow  us  to  figure  and  collect  the  right  amount  of 
tax.  You  are  required  to  give  us  this  information. 
State  and  Local  Government  Employers. — 
Public  Law  99  272  extends  Medicare  coverage  to 
newly  hired  employees  of  state  and  local 
governments.  Employees  hired  after  March  31, 
1986,  are  subject  to  the  hospital  insurance 
portion  of  social  security  taxes  unless  covered 
under  a  section  218  agreement.  For  details,  see 
Notice  767 

Fringe  Benefits. — For  special  rules  relating  to 
the  withholding  and  reporting  of  fringe  benefits 
to  employees,  see  the  January  1986  revision  of 
Circular  E,  Employer's  Tax  Guide, 
Backup  Withholding. — Payers  musi  generally 
withhold  20%  of  taxable  interest,  dividend,  and 
certain  other  payments  if  payees  fail  to  furnish 
payers  with  the  correct  taxpayer  identification 
number  See  Form  W-9,  Payer's  Request  for 
Taxpayer  Identification  Number  and 
Certification,  and  the  1986  Instructions  for 
Forms  1099,  1098,  5498,  1096,  and  W-2G,  for 
more  details. 

Forms  W-4. — Send  in  each  quarter  with  Form 
941E  copies  of  any  Forms  W-4  received  during 
this  quarter  from  employees  (1)  claiming  more 
than  14  withholding  allowances  or  (2)  claiming 
exemption  from  income  tax  withholding  If  their 
wages  are  expected  to  usually  exceed  $200  a 
week.  Include  on  each  copy  your  name,  address, 
and  employer  identification  number.  Do  not  send 
copies  for  employees  who  no  longer  work  for  you 
at  the  end  of  the  quarter.  For  details,  see 
Circular  E. 

You  may  send  in  copies  to  your  Internal 
Revenue  Service  Center  more  often  than 
quarterly  if  you  like.  If  you  do  so,  include  a  cover 
letter  giving  your  name,  address,  and  employer 
identification  number  In  certain  cases,  IRS  may 
notify  you  in  writing  that  you  must  submit 
specified  Forms  W-4  more  frequently  to  your 
District  Director  separate  from  your  Form  94 IE. 

If  you  want  to  use  magnetic  media  to  transmit 
W-4  data  to  the  IRS,  see  Revenue  Procedure  84- 
41  in  Cumulative  Bulletin  1984-1,  page  515. 

Base  withholding  on  the  Forms  W-4  that  you 
sent  in  unless  IRS  notifies  you  in  writing  to  do 
otherwise. 

Circular  E  explains  the  rules  for  withholding, 
paying,  depositing,  and  reporting  Federal  income 
tax,  social  security  taxes,  and  Federal 
unemployment  (FUTA)  tax  on  wages  and  fringe 
benefits  Circular  A,  Agricultural  Employer's  Tax 
Guide,  explains  the  rules  for  employers  who  have 
farmworkers.  These  rules  are  different,  so  please 
ask  for  this  circular  if  you  have  farmworkers.  You 
can  get  these  circulars  free  from  IRS  offices. 

General  instructions 

Purpose  of  Form. — Use  this  form  to  report  the 
income  tax  you  withheld  from  wages,  tips, 
pensions,  annuities,  third-party  sick  pay, 
supplemental  unemployment  compensation 
benefits,  certain  gambling  winnings,  backup 
withholding  and  the  employer  and  employee 
hospital  insurance  tax  for  certain  state  and  local 
government  employers. 

If  you  pay  wages  fully  taxable  under  the 
Federal  Insurance  Contributions  Act  (FICA) 
including  Federal  government  employers  who  are 
subject  to  the  hospital  insurance  tax,  file  Form 
941,  Employer's  Quarterly  Federal  Tax  Return, 
not  Form  94 IE. 

Who  Must  File. — Employers  who  report  only 
backup  withholding  and  withheld  income  tax  and 
certain  state  and  local  government  employers 
who  report  hospital  insurance  tax  should  use  this 
form.  These  include  state  and  local  governments 
(whether  or  not  they  have  entered  into  an 
agreement  with  the  Secretary  of  Health  and 
Human  Services  to  cover  their  employees  under 


section  218  of  the  Social  Security  Act),  payers  of 
supplemental  unemployment  compensation 
benefits,  certain  churches  and  church-controlled 
organizations,  and  certain  payers  of  annuities 
and  sick  pay.  State  and  local  governments  should 
deposit  withheld  income  tax  and  file  Form  941E 
with  IRS,  but  if  they  have  entered  into  a  Section 
218  agreement,  they  should  send  social  security 
payments  and  reports  to  their  state  agency. 

Example.  A,  an  insurance  company,  makes 
annuity  payments  under  contracts  bought  by 
individuals.  A  has  employees  whose  wages  are 
subject  to  social  security  taxes.  A  must  file  Form 
94 1  and  combine  the  income  tax  withheld  from 
annuities  with  the  income  tax  withheld  from  A's 
employees'  wages. 

When  to  File. — File  a  return  for  the  first  quarter 
you  are  required  to  withhold  income  tax  and  for 
each  quarter  thereafter. 

Due  Dates  for  Returns 


Quarter  Ending  Due  Date 

Jan. -Feb. -Mar.  March  31         Apnl  30 

Apr. -May-June  June  30  July  31 

July-Aug  -Sept  Sept  30         Oct.  31 

Oct  Nov. -Dec  Dec  31  Jan  31 


If  you  deposited  all  taxes  when  due  for  a 
quarter,  you  have  10  more  days  after  the  above 
due  date  to  file.  For  example,  your  return  for  the 
quarter  that  ends  on  March  31  would  be  due  by 
May  10  instead  of  April  30. 

After  you  file  your  first  return,  we  will  send 
you  a  form  every  3  months.  We  will  print  on  it 
your  name,  address,  employer  identification 
number  (EIN),  and  date  the  quarter  ends.  Please 
use  this  form  If  you  don't  have  a  form,  get  one 
from  an  IRS  office  in  time  to  file  the  return  when 
due.  If  you  use  a  form  that  is  not  preaddressed, 
please  list  your  name  and  EIN  exactly  as  shown 
on  your  last  return.  Also  show  the  date  the 
quarter  ends. 

If  you  temporarily  stop  paying  wages  or  your 
work  is  seasonal,  file  a  return  for  each  quarter. 
Do  ttiis  even  thougfi  you  tiave  no  tax  to  report. 
But  if  you  go  out  of  business  or  stop  paying 
wages,  file  a  final  return.  Be  sure  to  fill  in  ttie 
entries  above  line  1 . 
Where  to  File. — 

If  your  principal  business,  File  with  the 

office  or  agency,  or  legal  Internal  Revenue 

residence  is  located  in:  Service  Center  at; 


Alabama,  Florida,  Georgia, 
Mississippi,  South  Carolina 

Atlanta.  GA  31101 

New  Jersey,  New  York  City  and 
counties  of  Nassau,  Rockland, 
Suffolk,  and  Westchester 

Holtsville.  NY  00601 

New  York  (all  other  counties). 
Connecticut.  Maine. 
Massachusetts, 
Minnesota.  New  Hampshire, 
Rhode  Island,  Vermont 

Andover.  MA  05501 

Illinois,  Iowa, 
Missouri.  Wisconsin 

Kansas  City.  MO  64999 

Delaware,  District  of  Columbia, 
Maryland,  Pennsylvania 

Philadelphia.  PA  19255 

Kentucky,  Michigan.  Ohio, 
West  Virginia 

Cincinnati.  OH  45999 

Kansas,  Louisiana,  New 
Mexico,  Oklahoma,  Texas 

Austin,  TX  73301 

Alaska,  Arizona,  California  (counties  of 
Alpine.  Amador.  Butte,  Calaveras, 
Colusa,  Contra  Costa.  Del  Norte,  El 
Dorado,  Glenn,  Humboldt,  Lake,  Lassen, 
Mann,  Mendocino.  Modoc.  Napa, 
Nevada,  Placer,  Plumas,  Sacramento. 
San  Joaquin.  Shasta,  Sierra,  Siskiyou, 
Solano.  Sonoma.  Sutter,  Tehama. 
Trinity,  Yolo,  and  Yuba).  Colorado. 
Idaho,  Montana,  Nebraska,  Nevada, 
North  Dakota.  Oregon,  South  Dakota, 
Utah.  Washington,  Wyoming 

Ogden,  UT  84201 

California  (all  other  counties).  Hawaii 

Fresno,  CA  93888 

Arkansas.  Indiana,  North  Carolina, 
Tennessee,  Virginia 

Memphis.  TN  37501 

If  you  have  no  legal  residence,  principal  place 
of  business,  or  principal  office  or  agency  in  any 
Internal  Revenue  District,  file  your  return  with  the 
Internal  Revenue  Service  Center,  Philadelphia, 
PA  19255. 


Employer  Identification  Number  (EIN).— If  you 

have  not  asked  for  a  number,  apply  for  one  on 
Form  SS-4,  Application  for  Employer 
Identification  Number.  You  can  get  this  form 
from  IRS  or  Social  Security  Administration  (SSA) 
offices.  If  you  do  not  have  a  number  by  the  time  a 
return  is  due,  write  "Applied  for"  and  the  date 
you  applied  in  the  space  shown  for  the  number. 
For  more  information  concerning  an  EIN,  see 
Publication  583,  Information  for  Business 
Taxpayers.  If  you  took  over  a  business,  please  do 
not  use  the  old  owner's  number 
Penalties  and  Interest. — There  are  penalties  for 
filing  a  return  late  and  paying  or  depositing  tax 
late,  unless  there  is  reasonable  cause.  If  you  are 
late,  please  attach  an  explanation  to  your  return. 

The  law  also  provides  a  penalty  of  25%  of  the 
overstatement  if,  without  reasonable  cause,  you 
overstate  the  amount  you  deposited. 

There  are  also  penalties  for  willful  failure  to 
file  returns  and  pay  taxes  when  due,  collect  tax, 
furnish  statements  to  employees,  or  keep 
records,  and  for  filing  false  or  fraudulent  returns 
or  submitting  bad  checks. 

In  some  cases,  an  officer  or  responsible 
employee  of  a  corporation  or  a  member  or 
responsible  employee  of  a  partnership  may  be 
liable  for  payment  of  the  withheld  tax. 

Interest  is  charged  on  tax  paid  late  at  the  rate 
set  by  law. 

You  can  avoid  penalties  and  interest  by  filing 
correct  returns  on  time  and  by  paying  any  tax  due 
with  the  returns. 

Specific  Instructions 

Line  1.  Number  of  employees. — Complete  for 
the  January-March  calendar  quarter  only  Do  not 
include  household  employees,  persons  who 
receive  no  pay  during  the  pay  period,  pensioners, 
or  members  of  the  Armed  Forces.  If  you  have  only 
household  employees  in  the  pay  period,  enter 
zero  on  this  line. 

Line  2. — Enter  the  total  of  all  wages  you  paid, 
tips  reported  to  you,  taxable  fringe  benefits  and 
other  compensation  you  paid  to  your  employees, 
even  if  you  do  not  have  to  withhold  income  tax 
on  it.  Do  not  include  annuities,  third-party  sick 
pay,  supplemental  unemployment 
compensation  benefits,  or  gambling  winnings, 
even  if  you  withheld  income  tax  on  them. 
Lines. — Enter  the  total  income  tax  you  withheld  on 
wages,  tips,  taxable  fringe  benefits,  annuities,  sick 
pay,  supplemental  unemployment  compensation 
benefits,  and  gambling  winnings  on  line  3. 
Line  4.  Adjustment  of  withheld  income  tax. — 
Use  line  4  to  correct  errors  in  income  tax  withheld 
from  wages  paid  in  earlier  quarters  of  the  same 
calendar  year.  Explain  any  amount  on  Form  941c 
or  attach  a  statement  that  shows:  (a)  what  the 
error  was;  (b)  ending  date  of  each  quarter  in 
which  the  error  was  made;  (c)  the  amount  of  the 
error  for  each  quarter;  (d)  the  quarter  in  which 
you  found  the  error;  and  (e)  how  you  and  your 
employee(s)  have  settled  any  overcollection  or 
undercollection. 

Do  not  use  this  line  to  adjust  income  tax 
withholding  for  earlier  years. 
Line  5.  Adjusted  total  of  income  tax 
withheld. — Add  line  4  to  line  3  if  you  are 
reporting  additional  withheld  income  tax  for  an 
earlier  quarter  in  this  calendar  year.  Subtract  line 
4  from  line  3  if  you  are  reducing  the  amount  of 
withheld  income  tax  reported  for  an  earlier 
quarter  during  this  calendar  year. 
Line  6.  Taxable  hospital  insurance  wages. — 
State  and  local  government  employers  use  this 
line  to  report  wages  of  employees  hired  after 
March  31,  1986,  that  are  subject  to  the  hospital 
insurance  portion  of  social  security  taxes.  Do  not 
report  more  than  $42,000  of  wages  for  an 
employee.  The  combined  tax  rate  is  2.9%.  Do  not 
report  wages  here  if  you  have  any  group  covered 
prior  to  April  1,  1986,  by  a  section  218 
agreement.  Instead,  report  these  wages  to  your 
state  agency.  See  Notice  767  for  details. 

(Continued  on  page  4) 
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Form  941E 

(Rev.  April  1986) 
Department  of  the  Treasury 
Internal  Revenue  Service 


Quarterly  Return  of  Withheld  Federal  Income  Tax  and 
Hospital  Insurance  (IVIedicare)  Tax 

>■  For  Paperwork  Reduction  Act  Notice,  see  page  2. 


OMBNo.  15450029 
Expires  8-31-88 


Type  or  print 
in  this  space 
your  name, 
address, 
employer 
identification 
number,  and 
calendar 
quarter  of 
return 
as  shown 
on  original. 


Name 

Address  and  ZIP  code 


Date  quarter  ended 


Employer  identification  number 


mm 


If  you  are  not  liable  for  returns  in  the  future,  check  here 


Date  final  wages  paid 


► 

la 

m 

► 

2 

246, 049 

26 

► 

3 

32.824 

83 

► 

4 

5 

32,824 

83 

► 

6 

► 

7 

8 

► 

9 

32,824 

83 

► 

10 

11 

32,824 

83 

► 

12 

32,824 

83 

► 

13 

00 

14 

► 

15 

16 

Complete  for  First  Quarter  Only 

la  Number  of  employees  (except  household)  employed  in  the  pay  period  that  includes  March  12th 
b      If  youhaveasection218agreement,  enter  your  Employer  SSA  number  |  lb  |  69-  


2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 

15 
16 
17 


Total  wages  and  tips  subject  to  withholding,  plus  other  compensation  

Total  income  tax  withheld  from  wages,  tips,  pensions,  annuities,  sick  pay,  gambling,  etc.  .  .  . 
Adjustment  of  withheld  income  tax  for  preceding  quarters  of  calendar  year  (see  instructions).  . 

Adjusted  total  of  income  tax  withheld  

Taxable  hospital  insurance  wages  paid  $   x  2.9%  (.029) 

Adjustment  of  hospital  insurance  tax  

Adjusted  total  of  hospital  insurance  tax  

Backup  withholding  

Adjustment  of  backup  withholding  tax  for  preceding  quarters  of  calendar  year  

Adjusted  total  of  backup  withholding  

Total  taxes  (add  lines  5,  8  and  11)  

Advance  earned  income  credit  (EIC)  payments,  if  any  (see  instructions)  

Net  taxes  (subtract  line  13  from  line  12).  This  must  equal  line  iV  below  (plus  line  IV  of 
Schedule  A  (Form  941)  if  you  have  treated  backup  withholding  as  a  separate  liability)  .  .  .  . 
Total  deposits  for  quarter,  including  overpayment  applied  from  prior  quarter,  from  your  records  . 
Balance  due  (subtract  line  15  from  line  14).  This  should  be  less  than  $500.  Pay  to  IRS  .  .  . 
If  line  15  is  more  than  line  14,  enter  overpayment  here  ►  $  and  check  if  to  be: 


□  Applied  to  next  return  or 


□  Refunded. 


Record  of  Federal  Tax  Liability  (Complete  if  line  14  is  $500  or  more) 

See  the  instructions  under  rule  4  for  details  before  checking  these  boxes. 


Date  wages  paid 

Tax  liability  (Do  not  show  Federal  tax  deposits  here.) 

First  month  of  quarter 

Second  month  of  quarter 

Third  month  of  quarter 

1st  through  3rd 
4th  through  7th 
8th  through  1 1th 
12th  through  15th 
16th  through  19th 
20th  through  22nd 
23rd  through  25th 
26th  through  the  last 

A 

1 

2293. 92 

Q 

B 

2518.57 

J 

R 

2811.23 

C 

2451. 99 

K 

2602. 56 

S 

D 

L 

T 

2599.94 

E 

2413. 13 

M 

2329.42 

U 

F 

N 

V 

2589. 14 

G 

2662.55 

0 

2486.07 

w 

H 

P 

2472.22 

X 

2594.09 

Total  liability  for  month 

/ 

// 

/// 

/y  Total  for  quarter  (add  lines/.//,  and///)  ►  32,824.83  

Under  penalties  of  perjury,  I  declare  that  I  have  examined  this  return,  including  accompanying  schedules  and  statements,  and  to  the  best  of  my  knowledge  and  belief,  it  is  true, 
correct,  and  complete. 


Signature  ^ 


V       GLJjgjJ^Qc/    Oq^I\    Titled   ^t-e<'-A.5.o  re^^    Date  ►  7/11/85 


Important. — Keep  this  copy  and  a  copy  of  each  related  schedule  or  statement. 
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Form  94 IE  (Rev.  4-86) 


rorm941E  (Rev.  4-86) 


Line  7.  Adjustment  of  hospital  insurance 
tax. — Use  this  line  to  correct  errors  in  hospital 
insurance  tax  reported  on  an  earlier  return. 
Explain  any  amount  in  an  attached  statement 
that  shows  the  information  required  by  items 
(a)-(e)  of  Line  4  instructions. 
Line  9.  Backup  withholding. — Enter  the  income 
tax  you  withheld  as  backup  withholding  on  line  9. 
Line  10.  Adjustment  of  backup  withholding. — 
Use  line  10  to  correct  errors  on  backup 
withholding  tax. 

Line  13.  Advance  EIC  payments,  if  any. — 

Enter  the  total  advance  earned  income  credit 
(EIC)  payments  made  during  the  quarter. 
Line  14.  Net  tax. — Subtract  line  13  from  line  12 
and  enter  the  result.  If  line  13  is  more  than  line 
12.  enter  the  result  in  brackets. 
Line  15.  Total  deposits  for  the  quarter. — Enter 
the  total  deposits  for  the  quarter  including  any 
overpayment  applied  from  the  previous  quarter. 
Line  16.  Balance  due. — If  you  deposited  all  tax 
when  due,  any  balance  on  this  line  will  be  less 
than  $500. 

Line  17.  Overpayment.  —  If  you  deposited  more 
than  the  correct  amount  for  a  quarter,  you  can 
have  the  overpayment  refunded  or  applied  to 
your  next  return. 

Completing  the  Record  of  Federal 
Tax  Liability 

For  tax  deposit  purposes,  you  can  either  combine 
backup  withholding  with  other  taxes  reported  on 
Form  941E  and  deposit  the  combined  total,  or 
you  can  treat  backup  withholding  as  a  separate 
tax  and  deposit  it  separately  following  the  same 
deposit  rules  used  for  social  security  and 
withheld  income  taxes. 

If  you  treat  backup  withholding  as  a  separate 
tax,  show  the  backup  withholding  amounts  for 
deposit  purposes  on  Schedule  A  (Form  941), 
Record  of  Federal  Backup  Withholding  Tax 
Liability,  and  when  depositing  these  taxes,  mark 
the  "Sch.  A"  entry  on  the  deposit  coupon 
Schedule  A  (Form  94 1)  must  be  attached  to 
Form  94 IE 

If  your  taxes  for  the  quarter  (line  14)  are  less 
than  $500,  you  do  not  nave  to  complete  the 
Record  of  Federal  Fax  Liability.  You  may  pay  the 
taxes  with  Form  941E  or  deposit  them  by  the  due 
date  of  the  return. 

If  your  laxes  for  the  quarter  are  $500  or 
more,  you  must  complete  the  Record  of  Federal 
Tax  Liability. 

Each  month  is  divided  into  eight  deposit 
periods  that  end  on  the  3rd,  7th,  1 1th,  15th, 
19th,  22nd,  25th,  and  last  day  of  the  month  as 
shown  in  the  Record.  If  your  taxes  for  every 
month  are  less  than  $3,000,  you  can  show  them 
on  the  Total  lines  (I,  II,  and  III)  and  skip  the  other 
lines.  If  your  taxes  for  any  month  are  $3,000  or 
more,  find  the  eighth-monthly  period(s)  during 
the  quarter  in  which  you  had  a  payday.  Make 
entries  only  on  the  lines  next  to  these  periods 
(For  example,  if  you  pay  wages  on  the  1st  and 
15th  of  each  month,  complete  lines  A,  D.  I,  L,  Q, 
T,  and  the  monthly  Total  lines.) 

Enter  your  tax  liability  (income  tax  withheld 
minus  any  advance  earned  income  credit 
payments)  for  each  eighth-monthly  period  during 
which  you  had  a  payday  Do  NOT  show  Federal 
tax  deposits  here.  That  information  is  obtained 
from  the  deposit  coupon. 

The  total  of  the  Tax  liability  column  (line  IV) 
(plus  line  IV  of  Schedule  A  if  you  have  treated 
backup  withholding  as  a  separate  liability)  must 
equal  Net  taxes  (line  14).  Otherwise,  you  may  be 
charged  a  penalty,  based  on  your  average  tax 
liability,  for  not  making  deposits  of  taxes. 

Taxpayers  who  willfully  claim  credit  on  line  15 
for  deposits  not  made  are  subject  to  fines  and 
other  criminal  penalties. 


How  to  Make  Deposits. — In  general,  you  must 
deposit  backup  withholding  and  withheld  income 
tax  with  an  authorized  financial  institution  or  a 
Federal  Reserve  bank  or  branch  that  serves  your 
area  Use  Form  8109,  Federal  Tax  Deposit 
Coupon,  which  must  be  included  with  each 
deposit,  to  indicate  the  type  of  tax  being 
deposited  To  avoid  a  possible  penalty,  do  not 
mail  your  deposit  directly  to  IRS.  Records  of  your 
deposits  will  be  sent  to  IRS  for  crediting  to  your 
business  accounts. 

If  you  hand-deliver  your  deposit  to  an 
authorized  depositary  on  the  due  date,  be  sure  to 
deliver  it  before  the  depositary  closes  its 
business  day 

If  you  need  additional  coupons,  use  the  FTD 
Reorder  Form  (Form  8109A)  included  in  the 
coupon  book.  If  you  do  not  have  a  coupon  book, 
please  request  one  from  your  IRS  district  office. 
There  are  coupons  and  a  reorder  form  in  each 
book  and  the  coupons  can  be  used  to  deposit  any 
type  of  tax  for  any  tax  year  Please  see  the 
instructions  in  the  front  of  the  coupon  book  for 
additional  information. 

Rules  When  Your  Deposits  Are  Due 

The  amount  of  taxes  you  owe  determines  the 
frequency  of  deposits.  You  owe  these  taxes  when 
you  pay  the  wages,  not  when  your  payroll  period 
ends.  The  rules  and  examples  below  tell  you  how 
often  to  deposit  taxes. 

(1)  Less  than  $500  at  the  end  of  a  quarter. — If 

at  the  end  of  the  quarter  your  total  undeposited 
taxes  for  the  quarter  are  less  than  $500,  you  do 
not  have  to  deposit  the  taxes.  You  may  pay  the 
taxes  to  IRS  with  Form  94 IE,  or  you  may  deposit 
them  by  the  end  of  the  next  month 

(2)  Less  than  $500  at  the  end  of  any 
month. — If  at  the  end  of  any  month  your  total 
undeposited  taxes  are  less  than  $500,  you  do  not 
have  to  make  a  deposit.  You  may  carry  the  taxes 
over  to  the  following  month  within  the  quarter. 
(See  Example  A.) 

(3)  $500  or  more  but  less  than  $3,000  at  the 
end  of  any  month. — If  at  the  end  of  any  month 
your  total  undeposited  taxes  are  $500  or  more 
but  less  than  $3,000,  you  must  deposit  the  taxes 
within  15  days  after  the  end  of  the  month. 
Exception:  If  this  occurs  at  the  end  of  a  month  in 
which  you  made  a  deposit  of  $3,000  or  more,  see 
Examples  D  and  E. 

(4)  $3,000  or  more  at  the  end  of  any  eighth- 
monthly  period. — If  at  the  end  of  any  eighth- 
monthly  period  your  total  undeposited  taxes  are 
$3,000  or  more,  deposit  the  taxes  within  3 
banking  days  after  the  end  of  the  eighth-monthly 
period.  (See  Examples  B,  C,  D  and  E.)  Do  not 
count  as  banking  days  local  holidays  observed  by 
authorized  financial  institutions,  Saturdays, 
Sundays,  and  legal  holidays. 

Note:  Deposits  of  $20,000  or  more  which  are  made 
by  taxpayers  required  to  deposit  taxes  more  than 
once  a  month,  must  be  received  by  the  due  date  to 
be  timely.  See  Circular  E  for  details. 

You  will  be  considered  to  meet  rule  4  if: 

•  You  deposit  at  least  95%  of  the  tax  liability  for 
the  eighth-monthly  period  within  3  banking  days 
after  the  end  of  the  period;  and 

You  deposit  any  underpayment  as  follows: 

•  If  the  eighth-monthly  period  is  in  the  first  or 
second  month  of  the  quarter,  you  deposit  the 
underpayment  with  the  first  deposit  that  is 
required  to  be  made  after  the  1 5th  of  the 
following  month. 

•  If  the  eighth-monthly  period  is  in  the  last 
month  of  the  quarter,  you  deposit  any 
underpayment  of  $500  or  more  by  the  due  date 
of  the  return.  (Any  underpayment  less  than 
$500  can  be  paid  with  Form  94 IE  as  explained 
in  rule  1 .) 

Only  check  the  first  box  at  the  top  of  the 
Record  of  Federal  Tax  Liability  if  you  are  making 
deposits  using  the  95%  rule 
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Examples 

Example  A. — The  taxes  on  wages  paid  in 
October  are  $450,  and  the  taxes  on  wages  paid  in 
November  are  $550.  No  deposit  is  required  for 
October  (because  of  rule  2),  but  add  the  $450  to 
the  $550  for  November  and  deposit  the  total 
($1,000)  by  December  15  (as  required  by  rule  3). 
Example  B. — The  taxes  on  wages  paid  from  the 
1st  through  the  3rd  of  the  month  are  $3,500. 
Deposit  these  taxes  within  3  banking  days  after 
the  3rd  of  the  month  (as  required  by  rule  4). 
Example  C. — The  taxes  on  wages  paid  from  the 
4th  through  the  7th  of  a  month  are  $2,500  and 
the  taxes  on  wages  paid  from  the  8th  through  the 
1 1th  are  $2,000  A  separate  deposit  is  not 
required  for  the  $2,500,  but  add  it  to  the  $2,000 
and  deposit  the  total  ($4,500)  within  3  banking 
days  after  the  1 1th  of  the  month  (as  required  by 
rule  4). 

Example  D. — The  taxes  on  wages  paid  from  the 
23rd  through  the  25th  of  January  are  $3,500. 
Deposit  these  taxes  within  3  banking  days  after 
the  25th  of  the  month  (as  required  by  rule  4). 
The  taxes  on  wages  paid  from  the  26th  through 
the  end  of  January  are  $2,500.  Since  a  deposit 
was  already  made  for  an  eighth-monthly  period 
during  the  month,  a  separate  deposit  is  not 
required  for  the  $2,500  (because  of  the 
exception  to  rule  3).  Carry  the  $2,500  over  and 
add  it  to  the  taxes  on  wages  paid  in  February. 
Then  follow  rules  3  and  4  to  determine  when  the 
next  deposit  is  required.  (However,  if  this  occurs 
in  the  last  month  of  a  quarter,  deposit  any 
balance  due  of  $500  or  more  but  less  than 
$3,000  by  the  end  of  the  next  month.) 
Example  E. — Wages  are  paid  on  Wednesday  for 
the  prior  week  In  the  first  quarter  paydays  are  on 
January  2,  9,  16,  23,  and  30;  February  6,  13,  20, 
and  27;  and  March  6,  13,  20,  and  27.  Taxes  are 
$1,050  for  each  payday. 

Enter  $1,050  on  lines  A,  C,  E,  G,  H,  J,  L,  N,  P, 
R,  T,  V,  and  X  Enter  $5,250  on  Total  line  I; 
$4,200  on  lines  II  and  III;  and  $13,650  on  line  IV. 

You  must  make  a  deposit  within  3  banking 
days  of  January  19,  February  7,  February  28,  and 
March  22  because  undeposited  taxes  reached  at 
least  $3,000  for  the  eighth-monthly  periods 
ending  on  those  dates. 

The  undeposited  taxes  at  the  end  of  January 
of  $2, 100  (for  paydays  on  the  23rd  and  30th) 
may  be  carried  over  to  February  because  of  the 
exception  to  rule  3  as  explained  in  Example  D.  At 
the  end  of  February,  there  is  no  carryover  since 
the  undeposited  taxes  are  $3, 150  and  must  be 
deposited  within  3  banking  days.  At  the  end  of 
March,  the  undeposited  taxes  of  $1,050  (for  the 
payday  on  the  27th)  must  be  deposited  by  April 
30  (because  of  the  exception  to  rule  3  for  the  last 
month  of  a  quarter  as  explained  in  Example  D). 
Exception  to  rule  4. — If  this  is  the  first  time  you 
are  required  to  make  a  deposit  within  3  banking 
days  after  the  end  of  an  eighth-monthly  period, 
you  may  deposit  the  taxes  by  the  1 5th  day  of  the 
next  month  (instead  of  within  3  banking  days 
after  the  eighth-monthly  period)  if  you  meet  all  of 
the  following  conditions: 

•  You  were  not  required  to  deposit  taxes  for  any 
eighth-monthly  period  during  the  4  quarters 
preceding  the  current  quarter. 

•  You  were  not  required  to  deposit  taxes  for  any 
eighth-monthly  period  during  earlier  months  of 
this  quarter. 

•  Your  total  undeposited  taxes  at  the  end  of  any 
eighth-monthly  period  during  this  month  are  less 
than  $10,000. 

Check  the  second  box  at  the  top  of  the  Record 
of  Federal  Tax  Liability  only  if  you  qualify  for  this 
exception  to  rule  4  and  attach  a  statement 
showing  your  net  taxes  for  each  of  the  last  4 
calendar  quarters. 

Signature. — Be  sure  to  sign  the  return. 


<»U.S.   GOVERNMENT       I ^^1  NG  OFFICE:  1986-463-817 


fr)\ O  C  ^fSil  Department  of  the  Treasury 

I  r^J  O  3  Internal  Revenue  Service 

Instructions  for 
Forms  W-2  and  W-2P 


Highlights 

If  possible,  please  file  Forms  W-2  and  W-2P 
either  alphabetically  by  employees'  last  name  or 
numerically  by  employees'  SSN.  This  will  help  the 
Social  Security  Administration  locate  specific 
forms  if  there  is  trouble  processing  your 
submission 


General  Instructions 

(Section  references  are  to  the  Internal 
Revenue  Code,  unless  otherwise  noted.) 

A.  Who  Must  File  Forms  W-2  and  W-2P.— 

(1 )  Form  W-2.  Wage  and  Tax  Statement. — To 
be  filed  by  employers  (See  Circular  A,  Agricultural 
Employer's  Tax  Guide,  or  Circular  E,  Employer's 
Tax  Guide  Household  employers,  see  Form  942 
instructions  ) 

(2)  Form  W-2P,  Statement  for  Recipients  of 
Annuities,  Pensions,  Retired  Pay,  or  IRA 
Payments. — To  be  filed  by  employees'  trusts  or 
funds;  Federal,  State,  or  local  government 
systems,  life  insurance  companies:  and  other 
payers  who  make  such  payments. 

B.  When  to  File.— File  Forms  W-2  and  W-2P  with 
accompanying  Forms  W-3,  Transmittal  of  Income 
and  Tax  Statements,  by  February  28,  1986 

C.  Where  to  File. — See  Form  W-3 

D.  Calendar  Year  Basis. — You  must  base  entries 
on  Forms  W-2  and  W-2P  on  a  calendar  year 

E.  Taxpayer  Identification  Numbers. — We  use 

them  to  check  the  payments  you  report  against 
the  amounts  shown  on  the  employees'  tax 
returns  Be  sure  to  show  the  right  social  security 
number  on  the  Forms  W-2  or  W-2P,  or  on 
magnetic  media 

Persons  in  a  trade  or  business  use  an  employer 
identification  number  (00-0000000).  This 
includes  employee  trusts,  retirement  systems, 
and  so  forth  Individuals  use  a  social  security 
number  (000-00-0000).  When  you  list  a  number, 
please  separate  the  nine  digits  properly  to  show 
the  kind  of  number 

Sole  proprietors  who  are  payers  should  show 
their  employer  identification  number  on  the 
statements  they  prepare.  But  if  you  prepare  a 
statement  showing  payment  to  a  sole  proprietor, 
give  the  proprietor's  social  security  number  in  box 
8  of  Form  W-2  or  Form  W-2P. 

Please  show  the  full  name,  address,  and 
identification  number  of  the  payer  and  the 
recipient  in  the  boxes  on  the  form.  If  you  have 
made  payments  to  more  than  one  individual, 
show  on  the  first  line  ONLY  the  name  of  the 
recipient  whose  number  is  on  the  statement 
Show  the  names  of  the  rest  on  the  second  line.  If 
the  recipient  is  NOT  an  individual  and  the  name 
runs  over  the  first  line,  you  may  continue  on  the 
second  and  following  lines. 

F.  Statements  to  Income  Recipients. — You 

may  give  statements  to  income  recipients  on 
government-printed  official  forms  or  on  privately 
printed  substitute  forms. 

A  Revenue  Procedure  titled  "Specifications  for 
Private  Printing  of  Forms  W-2,  W-2P,  and  W-3" 
explains  the  format  that  must  be  used  on  all 
substitute  paper  forms.  You  can  get  a  copy  from 
any  Internal  Revenue  Service  Center  or  district 
office 

(1)  Form  W-2  Recipients.  —  Generally,  give 
statements  to  employees  by  January  31,  1986.  If 


employment  ends  before  December  31,  1985, 
you  may  give  copies  any  time  after  employment 
ends.  If  the  employee  asks  for  Form  W-2,  give 
him  or  her  the  completed  copies  within  30  days 
of  the  request  or  the  final  wage  payment, 
whichever  is  later. 

(2)  Form  W-2P  Recipients. — Generally,  you 
should  give  statements  to  income  recipients  by 
January  31,  1986. 

G.  Corrections. — Use  Form  W-2c,  Statement  of 
Corrected  Income  and  Tax  Amounts,  to  correct 
errors  in  previously  filed  Forms  W-2  and  W-2P. 
Use  Form  W-3c,  Transmittal  of  Corrected  Income 
and  Tax  Statements,  to  transmit  the  W-2c  forms 
to  the  Social  Security  Administration  (SSA). 
Instructions  are  on  the  forms.  If  an  employee  (or 
recipient)  loses  a  statement,  write  "REISSUED 
STATEMENT"  on  the  new  copy,  but  do  not  send 
Copy  A  of  the  reissued  statement  to  SSA. 

H.  Sick  Pay. — If  you  had  employees  who 
received  sick  pay  in  1985  from  an  insurance 
company  or  other  third-party  payer,  you  must 
report  the  following  on  the  employees'  W-2: 

(a)  in  box  9,  the  amount  (if  any)  of  income  tax 
withheld  from  the  sick  pay  by  the  third-party 
payer: 

(b)  in  box  10,  the  amount  the  employee  must 
include  in  income: 

(c)  in  box  1 1 ,  the  employee  social  security  tax 
withheld  by  the  third-party  payer; 

(d)  in  box  13,  the  amount  of  sick  pay  that  is 
subject  to  employer  social  security  tax;  and 

(e)  in  box  16,  the  amount  (if  any)  not  includible 
in  income  because  the  employee  contributed  to 
the  sick  pay  plan. 

You  can  include  these  amounts  in  the  Form 
W-2  you  issue  the  employees  showing  wages,  or 
you  can  give  the  employees  a  separate  W-2  and 
state  that  the  amounts  are  for  third-party  sick 
pay.  In  either  case,  you  must  show  in  box  21  of 
Form  W-3  the  total  amount  of  income  tax 
withheld  by  third-party  payers,  even  though  the 
amounts  are  includible  m  box  9. 

How  to  Complete  Form  W-2 

Copy  A  of  Forms  W-2  and  W-2P  is  printed  with 
three  forms  to  an  unperforated  page.  Send  the 
whole  page  even  if  one  or  two  of  the  forms  are 
blank  or  void.  To  permit  checking  the  transmittal 
totals,  please  show  subtotals  on  every  42nd  form 
for  the  preceding  41  forms.  Since  this  form  is  pro- 
cessed by  optical  scanning  machines,  please  type 
or  print  the  entries,  if  possible,  using  black  ink. 
Please  do  not  make  any  erasures,  whiteouts,  or 
strikeovers  on  Copy  A.  Make  all  dollar  entries 
without  the  dollar  sign  but  with  the  decimal  Doint 
(000.00). 

The  instructions  below  are  for  boxes  on  Form 
W-2.  If  an  entry  does  not  apply,  leave  it  blank. 
Box  1 — Control  number. — You  may  use  this  to 
identify  individual  Forms  W-2.  You  do  not  have  to 
use  this  box. 

Box  2. — Show  the  employer's  name,  address,  and 
ZIP  code.  State  and  local  government  employers 
must  show  the  State  SSA  number  (a  nine-digit 
number  starting  with  69)  below  the  employer's 
address  on  forms  for  those  employees  covered 
under  section  218  of  the  Social  Security  Act. 

Box  3 — Employer's  identification  number. — 

Show  the  number  assigned  to  you  by  IRS  (00- 
0000000).  Do  not  use  a  pnor  owner's  number. 


Box  4 — Employer's  State  number. — You  do 

not  have  to  complete  this  box,  but  you  may  want 
to  if  you  use  copies  of  this  form  for  your  State 
return.  The  number  is  assigned  by  the  individual 
States. 

Box  5. — Check  the  boxes  that  apply 

Statutory  employee — Check  this  box  for  all 
statutory  employees  whose  earnings  are  subject 
to  social  security  tax  but  NOT  subject  to  Federal 
income  tax  withholding.  (See  Circular  E  for  more 
information  on  statutory  employees  ) 

Deceased  — Check  this  box  if  the  employee  is 
now  deceased. 

Legal  representative. — Check  this  box  when 
the  employee's  name  is  the  only  name  shown  but 
is  shown  as  a  trust  account  (e.g.,  John  Doe 
Trust),  or  another  name  is  shown  in  addition  to 
the  employee's  name  and  the  other  person  or 
business  is  acting  on  behalf  of  the  employee. 

Representatives  are  identified  by  words  such 
as  "custodian,"  "parent,"  or  "attorney"; 
sometimes  the  employee  is  identified  as  a  minor, 
child,  etc.  Do  NOT  check  this  box  if  the  address  is 
simply  in  care  of  someone  other  than  the 
employee  (John  Doe,  c/o  Jane  Smith). 

942  employee.  —  For  household  employers 
only.  See  Form  942  instructions  for  information 
on  when  to  check  this  box. 

Subtotal. — If  you  are  submitting  42  or  more 
Forms  W-2  or  W-2P,  please  give  subtotal  figures 
for  every  41  individual  forms.  Check  the 
"Subtotal"  box  on  the  form  that  shows  the 
subtotal  dollar  amounts  for  the  preceding  4 1 
forms.  Void  statements  are  counted  in  order  with 
good  statements  (but  do  not  include  the  money 
amounts  from  the  void  statements  in  the  subtotal 
figures).  Subtotal  statements  should  always  be 
the  last  completed  form  on  a  page.  The  subtotal 
amounts  to  be  shown  are: 

Form  W-2— Boxes  6,  7,  9,  10,  11,  13,  and  14 

Form  W-2P— Boxes  9,  10,  and  1 1 
Example:  An  employer  with  Forms  W-2  for  86 
employees  should  show  a  subtotal  on  the  42nd 
statement,  the  84th  statement  (showing  the 
subtotal  for  statements  43  through  83),  and  the 
89th  statement  (showing  the  subtotal  for 
statements  85  through  88) 

Void. — Put  an  X  in  this  square  when  an  error 
has  been  made.  (Be  sure  the  amounts  shown  on 
void  forms  are  NOT  included  in  your  subtotals.) 
Box  6 — Allocated  tips. — If  you  are  a  large  food 
or  beverage  establishment,  show  the  amount  of 
tips  allocated  to  the  employee.  (See  the 
instructions  for  Form  8027,  Employer's  Annual 
Information  Return  of  Tip  Income  and  Allocated 
Tips.)  This  is  an  information  item  only,  so  do  NOT 
include  this  amount  in  box  10  (Wages,  tips,  other 
compensation)  or  box  14  (Social  security  tips). 

Box  7 — Advance  EIC  payment. — Show  the 
total  amount  paid  to  the  employee  as  advance 
earned  income  credit  payments 
Box  8 — Employee's  social  security  number. — 

Give  the  number  shown  on  the  employee's  social 
security  card.  If  the  employee  does  not  have  a 
number,  he  or  she  should  apply  for  one  at  any 
SSA  office. 

Box  9. — Federal  income  tax  withheld. 

Box  10 — Wages,  tips,  other  compensation. — 

Show,  before  any  payroll  deductions,  the  total  of: 

(1)  wages  paid, 

(2)  noncash  payments  (including  benefits), 

(3)  tips  reported,  and 

(4)  all  other  compensation  (including  payments 
for  moving  expenses  and  amounts  contributed  to 
a  simplified  employee  pension  (SEP)  plan).  Other 
compensation  is  what  you  pay  the  employee  but 
do  not  withhold  Federal  income  tax  on.  If  you 
prefer  not  to  include  it  in  the  total,  you  may  show 
it  on  a  separate  Form  W-2. 

Note.  Payments  to  statutory  employees,  that  are 
subject  to  social  security  tax  but  not  subject  to 
Federal  income  tax  withholding,  must  be  shown 
in  box  Was  other  compensation  (See  Circular  E 
for  definition  of  a  statutory  employee  ) 
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Box  11 — Employee  social  security  tax 
withheld. — Show  the  total  employee  social 
spcunty  tax  (not  your  share)  deducted  and 
w^ithheld  or  paid  by  you  for  the  employee.  (But  if 
there  was  an  adjustment  in  1985  to  correct  the 
tax  for  a  prior  year,  enter  the  amount  withheld  in 
1985  increased  by  the  adjustment  for  an 
overcollection  or  decreased  by  the  adjustment  for 
an  undercollection  ) 

Example:  Employee  A  earned  $26,000  in  1984. 
You  withheld  $1,642  in  employee  social  security 
raips  You  should  have  withheld  $1. 742 
($26,000  X  6  70%)  To  correct  this,  you  withheld 
extra  tax  in  1985  until  you  made  up  the  $100  At 
the  end  of  1985  your  books  show  $1,933 
withheld  ($1,833  ($26.000x  7  05%)  plus  $100 
to  make  up  the  1 984  error)  To  show  the  correct 
tax  witnheld  for  1985.  subtract  the  $100  from 
$1,933  and  show  $1,833  in  box  11  of  Form  W-2 
Please  note  You  must  file  Form  941c.  State- 
ment to  Correct  Information  Previously  Reported 
on  the  tmployer  s  Federal  Tax  Return,  with  your 
Form  941.  Employer's  Quarterly  Federal  Tax 
Return,  in  the  quarter  you  tmd  the  error  and  issue 
the  employee  a  Form  W-2c  for  1984. 

Box  12 — Employee's  name. — Please  show  the 
first  name,  middle  initial  or  name,  and  then  the 
last  name  as  shown  on  the  employee's  social 
security  card  It  the  name  has  changed,  have  the 
employee  get  a  corrected  card  from  any  SSA 
office  Use  the  name  on  the  original  card  until 
you  see  the  corrected  one. 

Box  13 — Total  social  security  wages. — Show 
the  total  wages  paid  (before  payroll  deductions) 
subject  to  employer  social  security  tax,  (but  NOT 
including  tips  deemed  to  be  wages,  social 
security  tips,  or  allocated  tips)  Generally, 
noncash  payments  are  considered  wages  (See 
Circular  E  for  more  information.)  Include  any 
employee  social  security  tax  and  employee  State 
unemployment  compensation  tax  you  paid  for 
your  employee  rather  than  deducting  it  from 
wages  (see  Revenue  Procedure  81-48  for 
details).  Do  not  enter  more  than  $39,600  (the 
maximum  social  security  wage  base  for  1985)  in 
box  13 

Box  14 — Social  security  tips. — Show  the 
amount  ttie  employee  reported  even  if  you  did 
not  have  enough  employee  funds  to  collect  the 
social  security  tax  for  the  tips.  When  tips  and 
wages  subject  to  employee  social  security  taxes 
amount  to  $39,600,  do  NOT  show  any  additional 
tips  in  this  box.  But  show  all  tips  reported  in  box 
10  along  with  wages  and  other  compensation. 

Box  15 — Employee's  address  and  ZIP  code. — 

This  box  has  been  combined  with  box  12 
(employee's  name)  on  all  copies  except  Copy  A  to 
allow  employees'  copies  to  be  mailed  In  a  window 
envelope  or  as  a  self-mailer. 

Box  16 — Employer's  use. — Complete  and  label 
this  box  if  (a),  (b),  (c),  (d),  (e),  or  (f)  apply. 

(a)  You  did  not  collect  employee  social  security 
tax  on  all  ot  the  employee's  tips.  Show  the  amount 
of  tax  that  you  could  not  collect  because  the 
employee  did  not  have  enough  funds  to  deduct  ;t 
from.  Do  not  include  this  amount  in  box  11. 

(b)  You  provided  your  employee  more  than 
$50,000  of  gioup-term  life  insurance.  Show  the 
cost  of  coverage  over  $50,000.  This  is  '  'other 
compensation,"  so  include  it  in  the  box  10  total. 

(c)  You  are  reporting  sick  pay.  Show  the 
amount  of  any  sick  pay  NOT  includible  in  income 
because  the  employee  contributed  to  the  sick  pay 
plan  Label  it  as  nontaxable.  If  you  issue  a 
separate  W-2  for  sick  pay,  use  box  16  to  label  the 
W-2  as  "Sick  pay." 


(d)  You  made  contributions  to  the  SEP-IRA  of 
an  employee.  Enter  the  amount  contributed, 

(e)  You  are  a  Federal  agency  with  employees 
paying  the  1.35%  medicare  portion  of  the  social 
security  tax  For  these  employees,  write 
"Medicare  qualified  Federal  employment"  in  box 
16,  and  show  the  social  security  wages  and 
1.35%  tax  withheld  in  boxes  13  and  11, 
respectively. 

(f)  You  made  excess  "Golden"  parachute 
payments  to  certain  key  corporate  employees.  If 
the  excess  payments  are  considered  wages,  the 
20%  excise  tax  is  treated  as  income  tax 
withholding.  Include  this  tax  in  box  9  and  identify 
the  amount  as  "EPP"  in  box  16. 

If  none  of  the  above  apply,  then  you  may  use 
box  16  for  any  information  that  you  want  to  give 
the  employee.  Examples  are  union  dues  or  health 
insurance  premiums  deducted,  moving  expenses 
paid,  etc. 

Boxes  17  through  22 — State  or  local  income 
tax  information. — You  may  use  these  to  report 
State  or  local  income  tax  information  You  do  not 
have  to  use  them.  But  you  may  want  to  show  the 
amounts  on  Copy  A  if  you  use  copies  of  this  form 
for  your  State  or  local  tax  returns  or  as  recipients' 
statements. 

How  to  Complete  Form  W-2P 

The  instructions  below  are  for  Form  W-2P.  If  an 
entry  does  not  apply,  leave  it  blank.  Use  this  form 
to  report  retirement  payments  other  than  total 
distributions  that  close  an  account.  Examples  are 
pensions,  retired  or  retainer  pay,  annuities  under 
commercial,  individually  purchased  contracts, 
payments  from  individual  retirement  accounts  or 
individual  retirement  annuities,  and  loans  treated 
as  distributions  under  section  72(p). 

Use  Form  W-2  to  report  payments  from  which 
you  withheld  social  security  tax. 

Do  NOT  file  Form  W-2P  for  the  following  cases: 
(a)  You  paid  retirement  benefits  that  are  exempt 
from  tax  such  as  Veterans  Administration 
payments,  (b)  You  made  payments  as  a  fiduciary, 
filed  Form  1041 ,  and  gave  each  beneficiary  a 
Schedule  K-1  (Form  1041).  (c)  You  made  total 
distributions  reported  on  Form  1099-R. 

Box  1 — Control  number. — You  may  use  this  to 
identify  individual  Forms  W-2P.  You  do  not  have 
to  use  this  box 

Box  3 — Payer's  Federal  identification 
number. —  Show  the  number  assigned  to  you  by 
the  IRS  (00-0000000). 

Box  4 — Payer's  State  number. — You  do  not 

have  to  complete  this  box,  but  you  may  want  to  if 
you  use  copies  of  this  form  for  your  State  return. 
The  number  is  assigned  by  the  individual  States. 

Boxes  5  and  6 — State  income  tax  withheld  and 
name  of  State. — You  may  use  these  to  report 
State  and  local  tax  information  if  you  use  copies 
of  this  form  for  your  State  returns  or  as 
recipients'  statements. 

Box  7. — Check  the  boxes  that  apply. 

Taxable  amount  (Tax  amt)  NOT  determined.  — 
Check  this  box  if  you  are  not  able  to  figure  the 
taxable  amount  of  the  annuity,  pension, 
retirement  pay,  or  IRA  payment  to  report  in  box 
10 

Deceased — Check  this  box  if  the  recipient  is 
now  deceased. 

Legal  representative  — Check  this  box  when 
the  recipient's  name  is  the  only  name  shown  but 


It  is  shown  as  a  trust  account  (e.g. ,  John  Doe 
Trust),  or  when  another  name  is  shown  as  well  as 
the  recipient's  name  and  the  other  person  or 
business  is  acting  on  behalf  of  the  recipient. 

Representatives  are  identified  by  words  such 
as  custodian,  parent,  or  attorney:  sometimes  the 
recipient  is  identified  as  a  minor,  child,  etc.  Do 
NOT  check  this  box  if  the  address  is  simply  in 
care  of  someone  other  than  the  recipient  (such  as 
John  Doe  c/o  Jane  Smith). 

Subtotal — If  you  are  submitting  42  or  more 
Forms  W-2P,  please  give  subtotal  figures  for 
every  41  individual  forms.  See  the  W-2 
instructions  for  box  5  foi  details. 

Void.  — Put  an  X  in  this  square  when  an  error 
has  been  made.  Forms  W-2P  should  have  no 
erasures,  whiteouts,  or  strikeovers  on  Copy  A. 
(Be  sure  the  amounts  shown  on  void  forms  are 
NOT  included  in  your  subtotals.) 

Box  8 — Recipient's  social  security  number. — 

Give  the  number  shown  on  the  recipient's  social 
security  card.  If  the  person  does  not  have  a 
number,  he  or  she  should  apply  for  one  at  any 
SSA  office 

Box  9 — Gross  annuity,  pension,  retired  pay,  or 
IRA  payment. — Show  total  amount  paid  before 
income  tax  or  other  deductions  were  withheld. 
Include  current  insurance  premiums  paid  by  the 
trustee  or  custodian,  and  loans  treated  as 
distributions  under  section  72(p). 

Box  10 — Taxable  amount. — Show  the  amount 
the  recipient  should  include  in  income  This  often 
IS  the  same  as  in  box  9.  Also,  the  amount  in  box  9 
may  include  taxable  earnings  on  an  excess 
contribution  while  the  excess  contribution  may  be 
nontaxable.  There  may  be  some  years,  such  as 
when  the  3-year  or  other  cost  recovery  rule  for 
annuities  applies,  in  which  none  of  the  payments 
are  taxable.  You  should  make  a  reasonable  effort 
to  obtain  the  information  necessary  to  compute 
the  taxable  amount.  If  you  do  not  have  the  facts 
you  need  to  figure  the  taxable  amount,  you  may 
leave  this  box  blank  and  check  "Tax  amt  not 
determined''  in  box  7, 

Box  11. — Federal  income  tax  withheld. 

Box  12 — Recipient's  name.  —  Please  show  the 
first  name,  middle  initial  or  name,  and  then  the 
last  name  as  they  are  shown  on  the  recipient's 
social  security  card.  If  the  name  has  changed, 
have  the  person  get  a  corrected  card  from  any 
SSA  office.  Use  the  name  shown  on  the  original 
card  until  you  see  the  corrected  one. 

Box  13. — You  may  use  box  13  and  the  space 
below  boxes  13  and  14  for  any  other  information 
that  you  want  to  give  the  recipient 

Box  14 — Distribution  code. — This  box  is  used 
to  identify  distributions  that  may  have  special  tax 
consequences.  In  the  past,  it  was  used  to  identify 
only  distributions  from  an  IRA.  It  should  now  be 
used  to  identify  any  distributions  from  an  IRA, 
SEP,  or  DEC,  and  any  distributions  from  other 
plans  that  are  not  normal  retirement 
distributions.  The  code  is  a  four-digit  number 
starting  with  555.  The  fourth  digit  identifies  the 
type  of  distribution;  1  for  a  premature  distribution 
(other  than  for  rollover,  disability,  or  death);  2  for 
a  rollover;  3  for  disability;  4  for  death;  6  for  other; 
7  for  a  normal  IRA,  SEP,  or  DEC  distribution;  8  for 
excess  contributions  plus  earnings  on  such 
excess  contributions  (For  example,  5553  for 
disability.) 

Box  15. — See  box  15,  Form  W-2  instructions. 
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1  Control  iiL-mber 


0MB  Na.lS4S  0001 


2  Employer's  name,  address,  and  ZIP  code 


6  Allocated  tips 

7  Advance  EIC  payment 

8  Employee's sociil security numbtr       9  Federallncome tax wittiheld 

10  Wages,  tips,  other  compensation 

1 1  Social  security  tai  withheld 

12  Employee's  name,  address,  and  ZIP  code 

13  Social  security  wages 

14  Social  security  tips 

16 

17  State  income  tai 

18  Slate  wages,  tips.  etc. 

19  Name  ol  State 

20  local  income  lai 

2 1  local  wages,  tips,  etc. 

22  Name  of  locality 

3  Employer's  identification  number 


4  Employer's  State  number 
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employee 

□  □ 


94?  Sublolal 
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_□  □  □ 


Void 
□ 


Form  W-2  Wage  and  Tax  Statement     1  985       copy  l  For  state,  city,  or  tocat  Tax  Department 

Employee's  and  employer's  copy  compared 


□ 


1  Control  number 


OMBNe.  I54S  000S 


2  Employer's  name,  address,  and  ZIP  code 


8  Employee  s  social  security  nmbtf        9  Federal  income  tax  wittifield 


3  Employer's  identification  number 


4  Employer's  State  number 


SSlaluloiy  Deceased 
employee 

□  □ 


legil  W  Sublolal  Void 
fep  emp 

□         □         □  □ 


6  Allocated  tips 


10  Wages,  tips,  other  compensation 


7  Advance  EIC  payment 


1 1  Social  security  lai  withheld 


12  Employee's  name,  address,  and  ZIP  code 


13  Social  security  "wages 


14  Social  security  tips 


16 


17  State  income  ta> 

18  Stale  wages,  tips,  etc 

20  local  income  tai 

2 1  local  wages,  tips,  etc 

19  Name  of  Slate 


22  Name  ol  locality 


rorm  W-2  Wage  and  Tax  Statement     1 985       copy  l  For  state,  city,  or  Local  Tax  Department 

Employee  s  and  employer  s  copy  compared  I  I 


1  Control  number 

2  Employer's  name,  address,  and  ZIP  code 


0MB  Ne.  154S  0001 


8  Employee  s  social  security  number  |^  9  Federal  income  tax  withtield 
12  Employee's  name,  address,  and  ZIP  code 


3  Employer's  identification  number 


4  Employer's  State  number 


SSIatuloiy  Deceased  legal  942      SublolJl  Void 

employee  tep  emp. 

.U      □  U  ...  □.    U      .  LL 

6  Allocated  tips  7  Advance  EIC  payment 


10  Wages,  lips,  other  compensation 
13  Social  security  wages 


1 1  Social  security  tai  withheld 
14  Social  security  tips 


16 


17  State  income  tai 

18  State  wages,  tips,  etc. 

19  Name  ol  Stale 

20  local  income  ta> 

21  local  wages,  tips,  etc. 

22  Name  of  locality 

ftrm  W.2  Wage  and  Tax  Statement    1 985     ^^J!,}_1°[  Vfh'Slll'.l'!'^^^!.  J"  P!.^!^'*""""* 


^   ^  ^mployee's  and  employer's  copy  compared 


□ 


Instructions  for  Preparing  Form  W-2 


The  6  parf  wage  and  tax  statement  is  acceptable  in  most 
States  If  you  are  in  doubt,  ask  your  appropriate  State  or 
local  official.  Please  make  sure  that  all  copies  are  legible. 

Prepare  Form  W-2  for  each  of  your  employees  to  whom 
any  of  the  following  items  applied  during  1985: 

(a)  You  withheld  mcome  tax  or  social  security  tax. 

(b)  You  would  have  withheld  income  tax  if  the 
employee  had  not  claimed  more  than  one 
withholding  allowance. 

(c)  You  paid  $600  or  more. 

(d)  You  paid  any  amount  for  services,  if  you  are  in  a 
trade  or  business  Include  the  cash  value  of  any 
payment  you  made  that  was  not  in  cash. 

By  January  31.  1986.  give  Copies  B.  C.  and  2  to  each 
person  who  was  your  employee  during  1985.  For  anyone 


who  stopped  working  for  you  before  the  end  of  1985,  you 
may  give  copies  any  time  after  employment  ends.  If  the 
employee  asks  for  Form  W  2,  give  him  or  her  the  completed 
copies  within  30  days  of  the  request  or  the  final  wage 
payment,  whichever  is  later.  Send  Copy  A  to  the  Social 
Security  Administration  by  February  28,  1986.  (For  more 
information,  please  see  Forms  941,  942,  W-3,  or  Circular 
E.  Farmers,  see  Circular  A  ) 

See  separate  Instructions  for  Forms  W-2  and  W-2P  for 
more  information  on  how  to  complete  Form  W-2. 

Paperwork  Reduction  Act  Notice. — We  ask  for  this 
information  to  carry  out  the  Internal  Revenue  laws  of  the 
United  States.  We  need  it  to  ensure  that  taxpayers  are 
complying  with  these  laws  and  to  allow  us  to  figure  and 
collect  the  right  amount  of  tax.  You  are  required  to  give  us 
this  information. 
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Instructions  for  Preparing  Form  W-2 

The  6  part  wage  and  tax  statement  is  acceptable  in  mosti 
States  If  you  are  in  doubt,  ask  your  appropriate  State  or 
local  official  Please  make  sure  that  all  copies  are  legible. 

Prepare  Form  W  2  for  each  of  your  employees  to  whom  ■ 
any  of  the  following  items  applied  during  1985: 

(a)  You  withheld  income  tax  or  social  security  tax. 

(b)  You  would  have  withheld  income  tax  if  the 
employee  had  not  claimed  more  than  one 
withholding  allowance. 

(c)  You  paid  $600  or  more. 

(d)  You  paid  any  amount  for  services,  if  you  are  in  a  ■ 
trade  or  business  Include  the  cash  value  of  any 
payment  you  made  that  was  not  in  cash. 

By  January  3  1 .  1986.  give  Copies  B,  C,  and  2  to  each 
person  who  was  your  employee  during  1985.  For  anyone 


who  stopped  working  for  you  before  the  end  of  1985,  you 
may  give  copies  any  time  after  employment  ends.  If  the 
employee  asks  for  Form  W-2,  give  him  or  her  the  completed 
copies  within  30  days  of  the  request  or  the  final  wage 
payment,  whichever  is  later.  Send  Copy  A  to  the  Social 
Security  Administration  by  February  28,  1986  (For  more 
information,  please  see  Forms  941,  942,  W-3,  or  Circular 
fe.  Farmers,  see  Circular  A  ) 

See  separate  Instructions  for  Forms  W-2  and  W-2P  for 
more  information  on  how  to  complete  Form  W-2. 

Paperwork  Reduction  Act  Notice. — We  ask  for  this 
information  to  carry  out  the  Internal  Revenue  laws  of  the 
United  States.  We  need  it  to  ensure  that  taxpayers  are 
complying  with  these  laws  and  to  allow  us  to  figure  and 
collect  the  right  amount  of  tax.  You  are  required  to  give  us 
this  information. 
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Instructions  for  Preparing  Form  W-2 

The  6-part  wage  and  tax  statement  is  acceptable  in  most 
States  If  you  are  in  doubt,  ask  your  appropriate  State  or 
local  official.  Please  make  sure  that  all  copies  are  legible. 

Prepare  Form  W-2  for  each  of  your  employees  to  whom 
any  of  the  following  items  applied  during  1985:  i 

(a)  You  withheld  income  tax  or  social  security  tax. 

(b)  You  would  have  withheld  income  tax  if  the 
employee  had  not  claimed  more  than  one 
withholding  allowance.  ■ , 

(c)  You  paid  $600  or  more. 

(d)  You  paid  any  amount  for  services,  if  you  are  in  a 
trade  or  business  Include  the  cash  value  of  any 
payment  you  made  that  was  not  in  cash. 

By  January  3 1 ,  1986,  give  Copies  B,  C,  and  2  to  each 
person  who  was  your  employee  during  1985.  For  anyone 


who  stopped  working  for  you  before  the  end  of  1985,  you 
may  give  copies  any  time  after  employment  ends.  If  the 
employee  asks  for  Form  W-2,  give  him  or  her  the  completed 
copies  within  30  days  of  the  request  or  the  final  wage 
payment,  whichever  is  later.  Send  Copy  A  to  the  Social 
Security  Administration  by  February  28,  1986.  (For  more 
irtformatlqn,  please  see  Forms  941,  942,  W-3,  or  Circular 
E.  Farmers,  see  Circular  A.) 

See  separate  Instructions  for  Forms  W-2  and  W-2P  for 
more  information  on  how  to  complete  Form  W-2. 

Paperwork  Reduction  Act  Notice. — We  ask  for  this 
information  to  carry  out  the  Internal  Revenue  laws  of  the 
United  States.  We  need  it  to  ensure  that  taxpayers  are 
complying  with  these  laws  and  to  allow  us  to  figure  and 
collect  the  right  amount  of  tax.  You  are  required  to  give  us 
this  information. 
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1  C?-;'D  '■.u''.De- 


33333 


For  OHicial  Ute  Only 
0MB  No  154&-OO08 


Si 
ti 


Kind  of  Payer 
and  Tax 
Statements 
Transmitted 


► 


6  Ai  ocitei  t^p; 


?   94 i ,'94 IE    Military  943 
□  □  □ 

HUD 


7  Ad. ance  EIC  payments 


;10  V.ages  t  pi,  anC  othe'  compensation 


W  2 


W-2F 


4 


8  ^ 


•\\  Socia 


12  E'-ip  oye-  sS'.atfc  njmDC 


13  Socia  securit>  wages 


114  Socia  se: j'H,  t 


15  L^S'Oye' s  iSentidcaiion  numoer 


116  LstapKsnn-e-!;  rjr^se- 


t  :  17  £-ir'cye' s  name 


:18  G'oss  annu'i)  pe- 
I 


L 


|20  Taxable  amour- Tofr  V.  2^ , 


21  Inco- 


1"  ■•  l,e-.-  pa,f 


'  19  E-- .e' ?  aoa-ess  ani  Zi' code  fl' av^aiiabie  place  labe' ove- tjones  15  17.andl9; 


Under  penalties  of  pertury.  t  declare  that  I  have  examined  this  return  and  accompanying  documents,  and  to  the  best  of  my  knowledge  and  belief  they  are 
true,  cwrect.  and  complete  In  the  case  of  documents  without  recipients'  identifying  numtters,  I  have  complied  with  the  requirerrwnts  of  the  law  in  attempting 
to  secure  such  numbers  from  the  recipients. 


Signature  ^ 


Title  ► 


Date  ► 


Form 


W-3  Transmittal  of  Income  and  Tax  Statements  1985  X^r'^.L 


Please  return  this  entire  page  with  the  accompanying  Forms  W-2  or  W-2P  to  the  Social 
Security  Administration  address  for  your  State  as  listed  below. 


If  your  legal  retidenca,  principal 
place  of  businett.  office  or 
agency  It  located  in 


U»e  thitaddreat 
▼ 


Alaska,  Arizona.  California.  Colorado. 
Hawaii.  Idaho,  lowa.  Minnesota. 
Missouri.  Montana.  Nebraska.  Nevada, 
North  Dakota,  Oregon.  South  Dakota, 
Utah.  Washington.  Wisconsin,  Wyoming 


Social  Security  Administration 
Salinas  Data  Operations  Center 
Salinas,  CA  93911 


Alabama,  Arkansas.  Florida.  Georgia, 
Illinois.  I^nsas.  Louisiana,  Mississippi, 
New  Mexico.  Oklahoma,  South  Carolina, 
Tennessee.  Texas 


Social  Security  Administration 
Albuquerque  Data  Operations 

Center 
Albuquerque,  NM  87180 


Connecticut.  Delaware.  Distnct  of 
Columbia.  Irtdiana.  Kentucky.  Maine, 
Maryland.  Massachusetts.  Michigan, 
New  Hampshire.  New  Jersey,  New  York. 
North  Carolina.  Ohio.  Pennsylvania, 
Rhode  Island,  Vermont,  Virginia, 
West  Virginia 

Social  Security  Administration 
Wilkes  Barre  Data  Operations 

Center 
Wilkes-Barre,  PA  18769 

If  V  ,\.  n3«'c  0  '<•;  fli  • -s'Oenc"  " 

r  -'.  J.  S^' '  'u  '  )■•  "Y^-x.xin 

>ri  1  ■)?' p    :•■  'f  3i„       "1  any 

'■  1.' .     ■  ;.  •  ■        .  >i    ;  .  5 

Cei.lei 

Wilkes-Barre,  PA  18769 

Paperwork  Reduction  Act  Notice. — We  ask  for  this  information  to  carry  out 
the  Internal  Revenue  laws  of  the  United  States.  We  need  it  to  ensure  that 
taxpayers  are  complying  with  thesa  laws  and  to  allow  us  to  figure  and  collect 
the  right  amojnt  of  tax.  You  are  required  to  give  us  this  information. 
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1  Control  number 


0MB  No  1S4&-0008 


Kind  of  Paytr 
and  Tax 
Statemants 
Transmittad 


► 


941/941E 

Military 

□ 

□ 

CTl 

942 

□ 

□ 

943 

□ 
Medicare 

Fe<J  emp. 

□  


5   Number  o1 
statementj 
attached 


C  AJlocated  tips 


7  Advance  EIC  payments 


9  Federal  income  tax  withheld 


10  Wages,  tips,  and  other  compensation 


11  Social  security  tax  withheld 


12  Employer's  State  number 


13  Social  security  wages 


14  Social  security  tips 


IS  Employer's  identification  number 


16  Establishment  number 


17  Employer's  name 


It  Gross  annuity,  pension,  etc.  (Form  W-2P) 


20  Taxable  amount  (Form  W-2P) 


19  Employer's  address  and  ZIP  code 


21  Income  tax  withheld  by  third-party  payer 


Form 


W-3  Transmittal  of  Income  and  Tax  Statements  1985 


DcpartMMl  oi  tkt  TiMtiiry 
lattrul  RtvMuc  Servict 


Instructions 

If  you  issue  multiple  Forms  W-2  to 
show  State  or  local  tax  data,  do  NOT 
report  the  same  Federal  tax  data  to 
SSA  on  more  than  one  Copy  A. 

Payers  filing  privately  printed  Forms 
W-2  or  W-2P  must  file  Forms  W-3  that 
are  the  same  width  as  the  Forms  W-2 
or  W-2P. 

Sick  Pay. — Sick  pay  paid  to  an 
employee  by  a  third  party  such  as  an 
insurance  company  or  trust  requires 
special  treatment  at  year-end  because 
IRS  reconciles  an  entity's  Forms  941 
with  the  Forms  W-2  and  W-3  filed  at 
the  end  of  the  year.  See  Circular  E, 
Employer's  Tax  Guide,  for  information 
on  who  should  prepare  Forms  W-2  and 
W-3.  If  the  third-party  payer  notifies 
the  employer  about  the  sick-pay 
payments,  then  the  following 
instructions  apply: 

A.  Third-party  payers. — Because  you 

withheld  social  security  tax  (and 
perhaps  Federal  income  tax)  from 
persons  for  whom  you  do  not  file  Forms 
W-2,  you  must  file  a  separate  Form  W- 
3  with  a  single  'dummy*  W-2  that 
shows  the  following  information: 

(a)  in  box  9,  the  total  income  tax 
withheld  by  you  (if  any)  from  the  sick 
pay; 

(b)  in  box  10  the  total  sick  pay  paid 

K-  V,.  :  C-.T  "  -  ''~>  'Z. 

/  ti  J' .  '  '      .  ot  .i..;,iOvefc 
social  security  tax  withheld  and  paid  to 
the  IRS  on  your  Form  941; 

(d)  in  box  12,  the  words  "Third-party 
sick  pay*  in  place  of  the  employee's 
name;  and 

(e)  in  box  13,  the  total  of  all  sick  pay 
subject  to  employe^;  social  securib;  tax. 
On  the  separate  Form  W-3,  complete 
only  boxes2,3,9,  10.  11, 13.  15. 17. 
and  19.  Do  not  make  an  entry  in  box 
21  of  this  Form  W-3. 


B.  Employers. — If  you  had 

employees  who  received  sick  pay  in 
1985  from  an  insurance  company  or 
other  third-party  payer,  you  must 
report  the  following  on  the 
employees'  W-2s: 

(a)  in  box  9.  any  income  tax 
withheld  from  the  sick  pay  by  the 
third-party  payer; 

(b)  in  box  10,  the  amount  of  sick 
pay  the  employee  must  include  in 
income; 

(c)  in  box  1 1 ,  the  employee  social 
security  tax  withheld  by  the  third- 
party  payer; 

(d)  in  box  13,  the  amount  of  sick 
pay  that  is  subject  to  employer  social 
security  tax;  and 

(e)  in  box  16,  the  amount  of  any 
sick  pay  not  includible  in  income 
because  the  employee  contributed  to 
the  sick  pay  plan. 

You  can  include  these  amounts  in  the 
Form  W-2  you  issue  the  employee 
showing  wages,  or  you  can  give  the 
employee  a  separate  W-2  and  state 
that  the  amounts  are  for  third-party 
sick  pay.  In  either  case,  you  must  show 
in  box  21  of  Form  W-3  the  total  amount 
of  income  tax  withheld  by  third-party 
payers,  even  though  the  amounts  are 
included  in  box  9. 

Forms  W-2  and  W-2P  That  You  Cannot 

Deliver. — You  will  need  to  keep  for  4 

"e^T  any 'Triphy-'o  .'."ici;      1  "oo'or  'i' 
*  ■  :  ni  .V  2  ^<iC  '^      t;.,j'  ,  .)■.  i"0(  to 
deliver  but  could  not. 

Reporting  on  Magnetic  Media 

We  encourage  employers  and  other 
payers  with  computer  capabilities  to 
use  magnetic  media  for  filing  the 
information  on  Forms  W  2  and  W-2P. 
You  can  gft  filing  3pec 'fixations  at 
most  IRS  or-SSA  offices.  You  may  also 
get  this  information  by  writing  to  the 
Magnetic  Media  Coordinator  at  the  IRS 


Center  for  your  locality  or  to  the  Social 
Security  Administration,  P.O.  Box 
23 1 7 .  Ba Itimore ,  M D  2 1 203 ,  Attn : 
Magnetic  Media  C  oordinator. 

A.  Who  Must  File. — Employers  and 
other  payers  must  file  Form  W-3, 
Transmittal  of  Income  and  Tax 
Statements,  to  send  Copy  A  of  Forms 
W-2  and  W-2P. 

The  transmitter  or  sender  (including 
a  service  bureau,  paying  agent,  or 
disbursing  agent)  may  sign  Form  W-3 
for  the  employer  or  payer  only  if  the 
sender: 

(a)  Is  authorized  to  sign  by  an 
agency  agreement  (either  oral, 
written,  or  implied)  that  is  valid 
under  State  law;  and 

(b)  Is  authorized  by  the  payer  (by 
either  oral,  written,  or  implied 
agreement)  to  ask  for  the 
taxpayer  identification  numbers 
of  payees  who  are  reported  on 
the  forms;  and 

(c)  Writes  "For  (name  of  payer)" 
next  to  the  signature. 

If  an  authorized  sender  signs  for  the 
payer,  the  payer  is  still  responsible  for 
filing,  when  due,  a  correct  and 
complete  Form  W-3  and  attachments, 
and  is  subject  to  any  penalties  that 
result  from  not  complying  with  these 
rt»qij:''ei'"f?n*s 

■I  c        •  ,  •  "  . 

emplojci    idcnuficjtiOT  inL.ntji  o: 
Forms  W-2,  W-2P,  and  W-3  are  the 
same  as  those  used  on  the  Form  94 1 , 
942,  or  943  filed  by  or  for  the  payer. 

If  ynu  buy  or  sell  a  business  during 
the  year,  see  Rev.  Proc.  84-77.  1SS4- 
48  IRB  30,  for  deta  ls  cn  who  should 
file  the  employment  u>x  returns. 

B.  When  to  File.— File  Form  W-3, 
with  attached  Copy  A  of  Forms  W-2 
or  W-2P,  by  February  28, 1986. 
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C.  Where  to  File.— 

If  your  legal  rmWmo, 
principal  place  of 
kutiness.  office  or 
ae*ncy  is  lecatod  In 


UmMiIs  addrMi 
▼ 


Alaska.  Arizona. 
Calitornia.  Colorado. 
Hawaii.  Idaho.  Iowa. 
Minnesota.  Missouri. 
Momana.  Nebraska. 
Nevada.  North  Dakota. 
Oregon.  South  Dakota, 
Utah.  Washington, 
WiscorKin,  Wyoming 


Social  Security 
Administration 

Salinas  Data 
Operations  Center 

Salinas.  OA  93911 


Alat>ama,  Arkansas, 

Florida.  Georgia. 
Illinois,  Kansas, 
Louistaria. 
Mississippi.  New 
Meiico.  Oklahoma, 
South  Carolina. 
Tennessee.  Teaas 


Social  Security 
Administration 

Albuquerque  Data 
Operations  Center 

Albuquerque.  NM 

87180 


Connecticut.  Delaware. 
Districl  of  Columbia, 
Indiana  Kentucky.  Maine. 
Maryland  Massachusetts. 
Michigan.  New  Hampshire, 
New  Jersey.  New  York, 
Worth  Carolina,  Ohio, 
Pennsylvania.  Rhode 
Island,  Vermont. 
Virginia.  West  Virginia 


Social  Security 
Administration 

WilkeS'Barre  Data 
Operations  Center 

Wilkes  Barre.  PA 

18769 


If  you  have  no  legal 
residence  or  principal 
place  of  business  in 
•ny  State 


Social  Security 
Administration 

WilkeS'Barre  DaU 
Operations  Center 

Wilkes  Barre,  PA 

18769 


D.  Shipping  and  Mailing. — If  you  send 
more  than  one  l<ind  of  form,  please  group 
forms  of  the  same  kind  and  send  them  in 
separate  groups  For  example,  if  you  pay 
both  wages  and  annuities,  file  Forms  W-2 
with  one  Form  W-3  and  Forms  W-2P  with  a 
second  Form  W-3. 

Please  do  not  staple  Form  W-3  to  the 
related  Forms  W-2  or  W-2P  These  forms 
are  machine  read,  and  staple  holes  or  tears 
cause  the  machine  to  jam. 

If  you  have  a  large  number  of  forms,  you 
may  send  them  in  separate  packages  Show 
your  name  and  employer  identification 
number  on  each  package.  Number  them  in 
order  (1  of  4,  2  of  4,  etc.),  and  place  Form 
W-3  in  package  one.  Show  the  number  of 
packages  at  the  bottom  of  Form  W-3  below 
the  title.  If  you  mail  them,  you  must  send 
them  first  class. 

L  How  to  Complete  Form  W-3. — Since 
ttie  form  will  be  read  by  optical  scanning 
machines,  please  type  entries  if  possible. 
Send  the  whole  first  page  with  Copy  A  of 
Forms  W-2  or  W-2P  Make  all  dollar  entries 
without  the  dollar  sign  but  with  the  decimal 
point  (000.00), 

The  instructions  below  are  for  boxes  on 
the  form.  If  any  entry  does  not  apply  to  you, 
leave  it  blank  (Household  employers,  see 
the  instructions  on  Form  942  ) 

Box  I — (iontrol  number, — This  is  an 
optional  box  which  you  may  use  for 
numbering  the  whole  transmittal. 


Boxes  2  and  3 — Kind  of  Payer  and  Tax 
Statements  Transmitted — Put  an  X  in  the 
check  boxes  that  apply  to  you  Check  only 
one  box  in  each  grouping.  If  you  have  more 
than  one  type  in  each  grouping,  send  each 
with  a  separate  W-3. 

Box  2 — Kind  of  payer. 

94 1  /94 1 E  —Check  this  box  if  you  file 
Form  94 1  or  94  IE  and  none  of  the  other 
five  categories  apply. 

Military. — Check  this  t>ox  if  you  are  a 
military  employer  sending  Forms  W-2  for 
memt>ers  of  the  uniformed  services 

943. — Check  this  box  if  you  file  Form 
943  and  are  sending  forms  for  agricultural 
employees  If  you  also  have  employees  who 
are  not  agricultural  employees,  send  the 
non-agricuttural  employees'  Forms  W-2 
with  a  Form  W-3  that  generally  has  a 
checkmark  in  the  94 1 /94 1 E  box. 

CT- 1 . — Check  this  box  if  you  are  a 
railroad  employer  sending  Forms  W-2  for 
employees  covered  under  the  Railroad 
Retirement  Tax  Act  (RRTA).  Do  NOT  show 
employee  RRTA  tax  in  boxes  11,13,  and 
14  These  boxes  are  ONLY  for  social 
security  information  If  you  also  have 
employees  who  are  subject  to  social 
security  taxes,  send  each  group's  Forms  W- 
2  with  a  separate  W  3.  Send  the  social 
security  tax  employees'  Forms  W-2  with  a 
separate  W-3  that  has  a  checkmark  in  the 
94 1/94 IE  box 

942 — Check  this  box  if  you  are  a 
household  employer  sending  Forms  W-2  for 
household  employees  If  you  also  have 
employees  who  are  not  household 
employees,  send  each  group's  Forms  W-2  • 
with  a  separate  Form  W-3. 

Medicare  Federal  employee — Check  this 
box  if  you  are  a  U.S.  agency  with  employees 
subject  only  to  the  1 .35%  hospital  in- 
surance benefits  (medicare)  tax. 

Box  3— Form  W-2  or  W-2P.— Check  the 
box  showing  the  kind  of  forms  you  are 
sending 

Box  5 — Number  of  statements 
attached. — Show  the  number  of  completed 
individual  Forms  W-2  or  W-2P  attached  to 
this  Form  W-3  Do  not  count  voided  W-2s. 
Each  page  of  Forms  W-2  or  W-2P  has  three 
statements. 

Box  6 — Allocated  tips — Enter  the  total 
amount  of  allocated  tips  shown  on  the 
attached  Forms  W-2. 

Box  7 — Advance  EIC  payments — Enter 
the  total  amount  of  payments  shown  on  the 
attached  Forms  W-2. 

Box  9 — Federal  income  tax  withheld. — 
Show  the  total  withheld  Federal  income  tax 
reported  on  the  attached  Forms  W-2  or 
W-2P. 

Box  10 — Wages,  tips,  and  other 
compensation — Show  the  total  wages, 
tips,  and  other  compensation  reported  on 
the  attached  Forms  W-2. 


Box  11 — Social  security  tax  withheld  — 
Show  the  total  withheld  social  security  tax 
reported  on  the  attached  Forms  W-2. 

Box  12 — Employer's  State  number  — 
You  are  not  required  to  use  this  box  This 
number  is  assigned  by  individual  States 
where  your  business  is  located  You  may 
want  to  complete  this  t>ox  if  you  use  copies 
of  this  form  for  your  State  returns. 

Box  13 — Social  security  wages — Show 
the  total  social  security  wages  reported  on 
the  attached  Forms  W-2. 

Box  14 — Social  security  tips. — Show  the 
total  social  security  tips  reported  on  the 
attached  Forms  W-2. 

Box  15 — Employer's  identification 
numt)er. — Show  the  number  assigned  to 
you  by  IRS  This  should  be  shown  as 
00-0000000  and  should  be  the  same  as 
shown  on  your  Form  941, 942,  or  943.  Do 
not  use  an  earlier  owner's  number.  If 
available,  use  the  label  sent  to  you  with 
Publication  393  or  51  that  shows  your 
name,  address,  and  employer  identification 
number  Use  of  the  label  speeds  processing 
of  the  form  Make  any  necessary 
corrections  on  the  label. 

Box  16 — Establishment  number. — This 
is  for  Establishment  Reporting  Plans. 
Please  show  the  number  you  and  SSA 
agreed  to  You  may  file  a  separate  Form  W- 
3,  with  Forms  W-2,  for  each  establishment 
even  if  they  all  have  the  same  employer 
identification  number  Or  you  may  use  the 
optional  method  using  a  single  Form  W-3. 
For  more  information  about  using  the 
Establishment  Reporting  Plan,  contact  your 
SSA  office. 

Box  1 7 — Employer's  name — This  entry 
should  be  the  same  as  that  shown  on  your 
Form  941,  942,  or  943  If  available,  use  the 
label  sent  to  you  with  Publication  393  or 
51 

Box  18 — Gross  annuity,  pension,  retired 
pay,  or  IRA  payment — Show  the  total  gross 
annuity,  pension,  retired  pay,  or  IRA 
payments  shov/n  on  the  attached  Forms  W- 
2P. 

Box  19 — Employer's  address  and  ZIP 
code. — If  available,  use  the  lat>el  sent  to 
you  with  Publication  393  or  5 1 .  Make  any 
necessary  corrections  on  the  label  Use  of 
the  label  speeds  processing 

Box  20 — Taxable  amount. — Show  the 
taxable  amount  of  annuities,  pensions, 
retired  pay,  or  IRA  payments  reported  on 
the  attached  Forms  W-2P. 

Box  21 — Income  tax  withheld  by 
third-party  payers — Complete  this  box  if 
you  have  employees  who  had  income  tax 
withheld  on  third-party  payments  of  sick 
pay.  Show  the  total  income  tax  withheld  by 
third-party  payers  on  pay  ments  to  all  of 
your  employees  Although  this  tax  is 
included  in  the  box  9  total,  it  must  be 
separately  shown  here. 


7-38 


LU 
X 
X 


UJ  CO 


o 

"  r 


2S 


II 


z 

UJ 

> 

UJ 

cc 
u. 
o 
I- 
z 

UJ 

s 

»- 

< 
a. 

UJ 

o 

w 

I 
O 
< 

< 

s 


UJ 
X 

< 

liJ 

o 
o 


u. 

o 

z 

oc 

Z) 

UJ 
DC 
_J 
< 
ZD 

z 
z 
< 

cc 

UJ 

>■ 
o 

-J 
Q. 

:s 

UJ 


UJ 
X 
X 


z 
o 
< 


<Q.< 


UJ 

S^uj 

CO 


UJ 

cc 

UJ 


< 
z 

UJ 

a. 

in 


UJ 
Z3 
Q 

Z 

=) 

o 
< 

_J 

< 
}- 
o 
I- 


□ 


o 

t  in 

lU  UJ 

(C  v> 

UJ  K 
^  UJ 

O  cc 

UJ 

o  ? 

M 
3 


a 

o 

UJ 
Ui 
E 
UJ 

K 
Z 

o 
z 

UJ  Q 

Zui 

ii 

^5 

<  UJ 

?^ 
<_i 


a 
< 
ui 
>■ 

UJ 
X 

t- 

(9 
Z 

§E 

"■i 
l< 

z< 

"Z 
UJO 

utO 

So 
Si? 

CDUi 

ss 

z*^ 
a  UJ 

CO 

m< 

~io 
:ui 

SCO 


o 

CM 
CM 
O 

< 

z* 
o 
»- 

o 
m 

CM 

o 

X 

o 

m 

d 

Q.' 

Uj' 
Z3 
Z 
UJ 

> 

UJ 

oc 

U. 

o  ^ 


5^ 


Sic 


UI 

ii 


u.  ^ 

OM 

II 

M  J 

Ii  i 


7-39 


OCt/fl 


ui 
111 

Z) 

o 

LU 
QC 
(- 

z 

LU 

h- 
(/) 
ra 
-J 

Q 
< 

O 
u. 

z 

o 

(0 

< 

UJ 

cr 

LU 


to 


•-9 
2iiJ  Suj  So 

oi  0< 

2i=  3°^ 


UI 

O 
z 
< 
I 
o 

UJ 

I- 
< 
o 

d 

z 
z 
g 
I- 
< 
o 
1^ 
^- 
z 

UI 

9 
w 

UI 

oc 

Q 

o 
< 

UI 

< 

z 


C3£ 


CO 
UJ 

it 


Z 

o 


<  <  UJ 
Q.  5  o 


o 

H  >  < 

m  2  5 

W  CO  " 


UI  a> 
I 


□ 


li 


(0 

CE  <  ^  Z 

O  UJ  tr  yj 

o  UJ  PE  S 

ll  to  ±  to 

Z  UJ  I-  UJ 

,n  Z  Z  C3 

i  i  8  i 

<  00  t  UJ 


o 
z 

> 
< 

Q. 
UI 

to 

UI 

oc 


o 

LU 
Q. 
X 
UI 

o 
z 
< 

I 
I 
I 
I 


<  ^  UI 

5  f— I  CD  m 

— •  III  X 


>-  2 


UJ 


o 

UI 

a. 

\- 
o 
z 

o 
o 


z 

UJ 

>- 
< 
o. 


a 

UJ 
Z 
Z 

O  _ 

o  < 

Q  UJ  _, 

to  <3  < 

to  5  z 

UJ  < 

Z  I 

to  ^ 

^  to  o 

03  O  UI 
O  I- 


z 
o 

(O 
UI 

o 
< 

>- 
< 

CL 

o 
h- 

Q 
UI 
(O 
< 
UI 

O 

>- 
-J 

OC 

< 

oc 
o 

Q. 
UI 

»- 


CO 


7-40 


^ 


UJ 
Z3 
Z 

> 
tu 
cc 
u. 

o 
»- 
z 

UJ 

(- 
cc 
< 
a. 

UJ 

O 

V) 

h- 
UJ 
(/) 

I 
O 
< 
CO 

to 
< 


UJ 
X 
X 

(/) 
UJ 
X 

< 

iiS 
O 

o 


5° 

Si 

'  X 
'  X 


U.  Ill 

or 


if 


UJ 
X 

I 


z 
o 
< 


OS 

<Q.< 


U. 
O 

Z 
CC 

UJ 

QC 

>- 
-J 

CC 
UJ 

\- 
cc 
< 

ZD 

o 
in 

UJ 

>- 
o 
_j 
a. 

UJ 


c 

c 
< 

O 

< 
o 
z 


o 
o 


UJ 

0(0 

S^uj 


to 

UJ 

oc 

UJ 


ui 
a. 


in 


UJ 

o 


o 

< 


(O 


□ 


UJ 

o 
!i:  5) 
111  lU 
c  (0 
UJ  E 

xu. 
u  K 

III 

o  ? 

M 
3 


UJU. 

lO 

ZZ 

to 
So 
I... 


II.  m 

o< 

Uiii] 

z 

oa 

Ui 

»- 
z< 

UJu 

a. 

•^ui 

% 

-311JC/) 
ij<< 

KUZ 


o 

CM 
CM 
O 

< 

z' 
o 
I- 

tO 
O 
ffl 

M* 

o 

X 

o 
m 

d 

ol 

ui 
=} 
z 

UJ 

> 

UJ 

oc 
u. 
o 

z 

UJ 

s 

oc 
< 

Q. 
UJ 
O 


z 

UJ  o 
Zu 

li 

5i 


UJC 


«  O 


UJ 
-i 


to  £5 


UiO      _  III 

h5    <"  * 


°0 


7-41 


CO 
lU 

O 

UJ 

cr 
i- 
z 

UJ 

(/D 

-J 
Q 
< 

cr 
O 
u. 

z 
o 
(O 
< 

UJ 

cc 

UJ 

f- 
< 

H 


^-9 

Suu 

Ox  \?>t.  o< 
5H  5"- 

<a 


UJ 

O 
Z 
< 
I 

o 

UJ 

I- 
< 

a 

d 
z 

z 
o 
I- 
< 
o 

t- 
z 

UJ 

9 
uj 

U) 
UJ 
CE 
Q 
Q 

< 

uj 

< 
z 


CO 
UJ 

<□ 

tn  fl^ 
2  or 


<  <  UJ 

z 
< 
I 

o 


z 

o 


Mi  ^ 


(E 
UJ  o> 
I 


O 

z 
a:  < 
O  ui 
Q  cc 

UJ  D 

CO  t: 
<  3 

UJ  U- 

O  UJ 

§f 

>  z 

CO 
UJ 

O 
< 


□ 


CO 
CO 
UJ 


U-  CD 

< 

CC 


z 

o 

UJ  UJ 

_J 
UJ  m 
< 


CO 
CO 
UJ 

z 

CO 
3 
CO 

□ 


o 

UJ 
CL 
X 
UJ 

l- 
O 
z 


a 

UJ 
Z 


O 

o 

CO 

Q 

CO 
CO 
UJ 

z 

CO 

m 


Q 
UJ 
Z3 
Z 

Z 

o 
o 
»- 

CD 

CO 
UJ 
UJ 
> 

O 
_j 
a. 

UJ 


CD 
Z 

< 

a. 

CO 
UJ 
(T 

o 
t- 


O 

UJ 

a 

X 
UJ 

a 
z 
< 


CO 
UJ 

o 
< 

UJ 

_l 

CD 
< 
X 

< 

H- 
U. 

O 
»- 
z 

UJ 

>- 
< 

CL 
_l 
< 

z 
u. 
u. 
O 

UJ 
< 


z 

o 

CO 

o 
< 

< 
a. 

O 

H 

Q 
UJ 
CO 

< 

UJ 

o 

_J 

(E 
< 
CE 
O 

a. 

:s 

Ul 


z 

o 

CO 
UJ 

O 
^  < 
-  § 


a 


7-42 


r 


o  d 


if 


111 
I 
I 

•- 
Z 

o 
< 


UJ 
<Q.< 


HI 


V) 
UJ 
QC 
UJ 


< 

z 

UJ 

a 


UJ 
3 
Q 


O 

< 

_l 

< 

o 
I- 


.    r;  UJ  UJ 


□ 


UJ 
Q 

t  55 

111  Ul 

UJ  oc 

■X.  UJ 

o  oc 

m 

O  ? 
V) 
3 


OC 

o 

Ui 

in 
oc 

Ul 

> 

UJ 
GC 

z 

o 
(- 
z 

UJ  Q 

Suj 

<t* 

z 

< 


O-^UJ 

z_w 

iii 

-I  •  o 
Ooc  X 

u.ujfr 

tCQ-i 
kS< 
ZUJUJ 

UJ  _  u 

o|uj 
Iuj2 

UJsg 

liioo 

CD  oc  uJ 


Z  =  2 
UjOO 

uigo 
sfflu. 

D<UI 
WQI 

-UJl- 

oc^o 


-5 

C30 


a* 

eg 


51 


l-C 


(8)a]aK>4a9iNi  snoriNiiNOD 


7-43 


C/5 
LU 

o 

LU 
DC 
H 
Z 
LU 

t- 
<f) 
=3 
-5 

Q 
< 

tr 
O 
u. 

z 
o 

CO 

< 

LLI 

tr 


CO 


I 


[-3  luq: 
5uj 

'J^'t  o< 

=>°^  5°- 


LU 


CO 
LU 

<□ 

CD  tr 

<  E 

H  DC 

<i 

LU  2 

CO  CO 

<  — 
LU  (/3 

if 

tr  < 
O  iJ 

Q  CC 
LU  3 

CO  tr 

<  ^ 

LU  li. 
O  LU 

>  z 


z 
g 

< 
N 

Z 
< 

IT 

o 
z 

LU 


oc 

LU 
I 


<  o 


o 

□ 


lU 

O 
z  < 
o  § 

LU  LU 

H  _J 

LU  03 

^  < 


Q 
LU 

tr 
tr 

LU 

u. 

CO 

z 
< 
tr 

H 

CO 
CO 
LU 

z 

CO 

tu 

□ 


Q 
LU 
3 


□ 


CO 
CO 
LU 

z 

CO 

m 


o 

LU 
3 
Z 
(- 
Z 

o 
o 

m 

to 

lU 
LU 

> 
o 


o 

LU 
Q. 
X 
LU 

H 

o 
z 

o 

Q 


o  d 
o  < 

5^  Q 
O  LU 
CO  O 

CO  oc 

LU  < 
Z  X 

o 

CO 


CO 
13 

00  o 


s 

e 


< 

Q. 


3 

CO 
lU 

tr 


o 

LU 

a. 

X 
LU 

Q 
Z 
< 


CO 
LU 

o 
< 


oo 
< 

X 

< 
t- 
li. 
O 
I- 
z 

UJ 

< 

CL 
-I  >- 


>- 
< 
Q. 

O 
I- 

Q 
lU 

to 

< 
LU 

o 


tr 
< 

cc 
o 

Q. 
lU 


□ 


7-44 


C-12736  1P 


1-^120  S&^ylAI  l/\IVHa33N  NOIlVHOrJHO'J  dVIVfl 


7-45 


# 


7-46 


BUREAU  OF  ACCOUNTS 
INFORMATIONAL  GUIDELINE 

Release  No  85-103 


The  Commonwealth  of  Massachusetts 
DEPARTMENT  OF  REVENUE 


Division  of  Local  Services 


PENSION  CHARGES  TO 


SUBJECT; 


Ira  A.  Jackson 


EDWARD  J.  COLLINS,  Jr. 


FEDERAL  GRANTS 


COMMISSIONER 


DEPUTY  COMMISSIONER 


Page  1  of  2 


PENSION  CHARGES  TO  FEDERAL  GRANTS 


Chapter  35,  Section  32A  of  the  General  Laws 
Chapter  40,  Section  5D  of  the  General  Laws 


SUMMARY: 


County,  municipal,  and  district  treasurers  are  now  required  to 
make  provisions  for  charging  federal  grants  for  pension  costs  of  all 
active  members  of  a  retirement  system  whose  salaries  are  paid  from 
these  grants.  This  charge  is  separate  from  the  member's  mandatory 
contribution,  which  will  continue. 

Chapter  661  of  the  Acts  of  1983,  which  amends  G.L.  Ch.  35,  S.  32A, 
and  G.L.  40,  S.  5D,  requires  that  all  federal  grants  received  by  local 
governments  be  charged  for  pension  costs  incurred  because  of  such 
grant. 

The  Division  of  Public  Employee  Retirement  Administration  (PERA) 
has  determined  that  the  appropriate  charge  for  all  grants  is  three 
percent  of  total  grant  salaries  to  be  paid  during  the  remainder  of 
this  fiscal  year.  These  charges  should  be  made  beginning  October  1, 
1985. 

GUIDELINES: 

1.  At  the  commencement  of  every  fiscal  year  (but  no  later  than 
July  31st),  each  spending  agency  of  cities,  towns,  districts 
and  counties  must  authorize  the  treasurer  to  initiate 
procedures  to  transfer  pension  costs  from  federal  grants. 

2.  Employees  responsible  for  administering  federal  grants  should 
notify  their  accountant/auditor  and  treasurer  to  make  pension 
cost  transfers  from  all  federal  grants  effective  beginning 
October  1,  1985. 

3.  All  transfers  should  be  made  on  a  timely  basis  and  as  close  to 
the  dates  of  payroll  distributions  for  these  federal  grants  as 
is  reasonably  possible  and  in  accordance  with  the  local 
government's  normal  withholding  policies  and  procedures. 


FISCAL  SERVICES  SECTION  - 


Kenneth  A.  Marchurs,  Director  of  Accounts 
HAROLD  J.  REGAN.  Jr.,   Deputy  Director 
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4.  All  pension  costs  so  recovered  from  grants  must  be  deposited  in 
a  Pension  Reserve  Fund  which  is  in  the  custody  of  the 
appropriate  local  retirement  board. 

5.  Each  transfer  of  funds  must  be  accompanied  by  supporting 
documentation  which  details  each  employee  and  the  respective 
amounts  and  period  of  time  which  the  charge  and  transfer 
represents.  Copies  of  all  documentation  supporting  these 
pension  charges  to  grants  should  also  be  maintained  by  the 
county,  municipality  and  district. 

6.  All  local  retirement  boards  have  the  responsibility  to  maintain 
financial  information  which  is  adequate  to  justify  and  support 
the  recovery  of  pension  costs  from  federal  grants.  PERA  will 
issue  guidelines  to  all  local  retirement  systems  on  the  nature 
and  extent  of  the  documentation  necessary  to  support  these 
charges . 

7.  For  any  federally-funded  educational  grants  received  through 
the  Massachusetts  Department  of  Education,  pension  costs  of 
employees  who  are  members  of  the  State  Teachers'  Retirement 
System  will  be  deducted  by  the  Department  of  Education  prior  to 
receipt  of  grant  funds  at  the  local  level.  All  other  employees 
whose  salaries  are  funded  by  these  federal  education  grants 
received  through  the  Department  of  Education  must  be  considered 
in  pension  cost  transfers  to  the  local  retirement  system. 

8.  The  initial  charge  of  three  percent  should  continue  for  the 
nine  month  period  ending  June  30,  1986.  PERA  is  estimating 
that  for  the  two  fiscal  years  beginning  July  1,  1986  and  July 
1,  1987  the  appropriate  charge  to  federal  grants  for  pension 
costs  will  be  six  percent  and  nine  percent  of  grant  salaries, 
respectively.  Grant  administrators  should  plan  their  budgets 
accordingly . 

Any  questions  concerning  these  provisions  of  Chapter  661  should  be 
directed  to: 

Public  Employee  Retirement  Administration: 

Richard  Stanton ( 617 ) 727-9380 

Department  of  Revenue,  Bureau  of  Accounts: 

Kenneth  Marchurs  (617)727-4401 
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Annual  Lease  Value 


To  calculate  Annual  Lease  Value  first  ascertain  the  fair  market  value  of  the  vehicle 

If  vehicle  was  aade  available  to      ......  Use  fair  market  value  as  of  date  it 

employee  after  1/1/85  was  made  available  to  employee. 

If  vehicle  was  made  available  to   Use  fair  market  value  as  of  1/1/85. 

employee  prior  to  1/1/85 

Having  ascertained  the  applicable  fair  market  value,  select  the  dollar  range  in  Column  1 
of  the  table  below  and  find  the  corresponding  Annual  Lease  Value  in  Column  2.    The  figur 
in  Column  2  is  then  to  be  used  up  to  December  31  of  the  fourth  full  year  following  the 
date  the  Annual  Lease  Value  method  was  first  used  with  respect  to  a  particular  vehicle. 
The  process  is  then  repeated  for  the  next  four  years,  etc.  etc. 


AnouaJ  Lease  Value  Table 


(1)  (2) 


AotOTDobilc  Fftir 

Anoual  Lease 

MftiKCt  Value 

Value 

S  0-999 

S  600 

1.000-  K999 

150 

2.000-  2.999 

i.lOO 

3.000-  3.999 

1.350 

4.000-  4.999 

1.600 

5.000-  3.«»99 

1.150 

6.000-  6.9*>9 

2.100 

7.000-  7.999 

2.350 

1.000-  1.999 

2.600 

9.000-  9.999 

2.850 

10. 000-10.999 

3.100 

n. 000- 11. 999 

3.350 

12.000- I ;.99« 

3.600 

13.000-13.999 

3.830 

14.000-14.999 

4.100 

13.000-15.999 

4.350 

16.000-16.999 

4.600 

17,000-17.999 

4.850 

li.OOO- 11.999 

5.100 

19.000-19.999 

5,350 

20.000-20.999 

3.600 

21.000-21.999 

5.850 

22.000-22.999 

6.100 

23.000-23.999 

6.350 

24.000-24.999 

6.600 

23.000-23.999 

6.850 

26.000-27.999 

7.250 

21. 000-29. 999 

7.750 

30.000-31.999 

t.250 

32.000-33.999 

8.750 

34.000-35.999 

9.250 

36.000-37.999 

9.750 

38.000-39.999 

10.230 

40.000-41.999 

10.750 

42.000-43.999 

11.230 

44.000-43.999 

» 1.750 

46.000-47.999 

12.250 

41.000-49.999 

12.750 

50.000-51.999 

13.250 

52.000-53.999 

13.750 

54.000-53.999 

14.250 

56.000-57.999 

14.750 

5t. 000-60.000 

15.250 

For  vehicles  having  a  fair  market  * 
value  in  excess  of  S60.000,  the  Ad> 
nual  Lease  Value  is  equal  to:  (.25  x 
automobile  fair  market  value) 
S500. 
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Information  Sheet  for  Computation  of  Fringe  Benefit  of  Employer  Provided  Vehicle 
Naae:  ^  

Position  

Department   

Description  of  Vehicle   

Information  required  for  Computation  per  Anmial  Lease  Value  Method 

Fair  Market  Value  of  Vehicle  you  have  been  given  the  use  of,  as  at 

beginning  of  period.  (For  1985,  this  would  be  January  1,  1985)  $   

1.  Mileage  reading  (odometer)"  at  end  of  period  ....   

2.  Less:  Mileage  reading  at  beginning  of  period    .  .  .   

3.  Total  Mileage  for  period    

4.  Mileage  for  a  one-way  commute  for  you  .......   

5.  Tour  commute  mileage  for  period  .......   

(multiply  your  round-trip  commute  mileage   

by  the  figure  shown  for  line  7  under  the 
$3.00  per  day  method) 


(signature  of  individual  employee) 


Approved : 

(require  approval  of 

department  head  or 

a  majority  of 

Board  governing  Departnent 


Computation  to  be  made  by  Treasurer  only: 

1)  Subtract  Commuting  mileage  from  Total  Mileage  for  period  ■  Business  Use  Mileage. 

2)  Business  Use  Mileage  i..jwjv.  r  ^  ■,        ^  ^  ^ 

T^^,i  vf-n^,^ — 1  — 4  J  multiplied  by  Annual  Lease  Value  -  Value  of  Business  Use. 

Total  Mileage  for  period  •' 

3)  Annual  Lease  Value  minus  Value  of  Business  Use  ■  Value  of  Personal  Use  Fringe  Benefit 

4)  If  municipality  fumiahes  the  gasoline  for  the  vehicle,  multiply  the  commute 
mileage  by  5.5  cents  and  add  to  value  of  personal  use  fringe  benefit. 
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TOWN/CITY  OF   

Information  Sheet  for  Computation  of  Fringe  Benefit  of  Employer  Provided  Vehicle 


Name:   

Position:   

Department  :   

Description  of  Vehicle:   

Information  Required  for  Computation  by  $3.00  per  day  ($1.50  one-way)  Commute  Method 

1.  Number  of  days  in  year:   365 

2.  Less:     Saturdays  and  Sundays    -104 

261 

3.  Less:    Vacation  days  taken:   

sub-total 

4.  Less:    paid  holidays  .....     

sub-total 

5.  Less:    sick  days  taken  


sub -total 


6.    Less:    all  otber  non-vehicle  use  days 
(explain) 


7.    Net  total  days  vehicle  used  to  commute 


(signature  of  individual  employee) 


Approved:   

(require  approval  of 
department  head  or 

a  majority  of  Board  

governing  department. 


Value  of  this  fringe  benefit  to  be  computed  by  Treasurer  only: 
Multiply  figure  in  No.  7  by  $3.00    "    Value  of  taxable  fringe  benefit. 
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PAYROLL  APPENDIX 


The  preceding  exhibits  illustrate  the  various  payroll  returns  that 
may  be  necessary  for  a  community.     The  treasurer  may  obtain  the  current 
forms  by  visiting  the  nearest  federal  and  state  offices  or  by  requesting 
the  forms  by  mail  at  the  following  address: 

State  forms:        Massachusetts  Department  of  Revenue 
Room  505,   100  Cambridge  Street 
Boston,  MA  02204 

Federal  forms:     Internal  Revenue  Service 
Andover,  MA  05501 
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Chapter  8 
RETIREMENT  SYSTEMS 


Among  the  many  responsibilities  of  a  treasurer  is  the  administration 
of  retirement  contributions  for  city  or  town  employees.  Municipalities 
may  establish  their  own  contributory  retirement  system,  or  they  may  ioin 
the  county  retirement  system  to  provide  retirement  benefits  for  their 
employees.     In  addition,  public  school  teachers,  except  in  Boston,  are 
covered  by  a  separate  retirement  system, 

PUBLIC  EMPLOYEE  RETIREMENT  ADMINISTRATION  (PERA) 

Public  employee  retirement  systems  are  administered  by  the  Public 
^.mployees  Retirement  Administration  (PERA)  which  overviews  accounta- 
bility,  financial  condition,  legal  compliance,  and  rights  and  equities 
of  each  system.     Under  the  direction  of  a  commissioner,  appointed  by  the 
governor,  PERA  promulgates  the  rules,  regulations,  directives,  and 
guidelines  required  for  the  efficient  administration  of  public  employees 
retirement  systems.     The  specific  powers  and  duties  of  PERA  are  defined 
in  Chapter  630,  section  50,  of  the  Acts  of   1982.  (32:2) 

MUNICIPAL  RETIREMENT  SYSTEMS 


Retirement  Boards 

Systems  for  cities  and  towns  are  each  managed  and  supervised  by  a 
three-member  board.     The  city  audi  tor/ town  accountant  is  a  member  ex 
officio;  the  second  member  is  elected  by  the  membership  for  a  term  of  up 
to  three  years;  and  the  third  member  is  appointed  by  the  other  two  board 
members,  and  serves  for  a  three-year  term.     The  terms  and  conditions  for 
the  appointed  and  elected  board  members  and  their  general  powers  and 
duties  are  defined  in  the  Massachusetts  General  Laws,  Chapter  32, 
section  20(4b). 

An  alternative  method  may  be  adopted  as  a  local  option  under  Chapter 
32,  section  20(4C).     Instead  of  the  auditor  or  accountant  being  a  board 
member  automatically,  the  mayor  or  board  of  selectmen  appoint  a  board 
member  who,   together  with  the  board  member  elected  by  the  system's 
membership,  select  the  third  board  member. 

Funding  the  System  (32:22) 

In  general,  pensions  are  funded  by: 
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•  contributions  from  the  membership 

•  contributions  from  the  city/town 

•  income  from  investments 

The  annual  contribution  required  by  the  city/town  is  determined  by  PERA 
based  on  actuarial  determinations  required  to  fund  the  pension  liability 
for  each  fiscal  period  and  the  expense  fund  required  by  the  board  to 
manage  the  system.  (32:22(7ci)) 

Custody  of  the  Funds 

The  nature  of  city/town  retirement  systems  is  that  of  a  trust  fund. 
Accordingly,  control,  administration,  and  accountability  of  the  pension 
funds  and  related  transactions  must  be  segregated  from  all  other  funds 
of  the  city/town.     Management  of  the  funds  is  vested  in  the  board  of 
each  retirement  system. 

The  treasurer  of  ci ties/ tovms  is  custodian  of  city/town  retirement 
systems.     Custody  confers  the  physical  safeguard  and  control  of  the 
system's  resources  which  are  primarily  composed  of  cash,  cash  equiva- 
lents, and  securities. 

The  board  of  each  system  shall  designate  one  or  more  banks  or  trust 
companies  in  which  the  treasurer  shall  deposit  sums  required  for  current 
disbursements.     The  law  further  requires  that  sums  not  required  for 
current  disbursements  must  be  invested.  (32:23(2b)) 

Inves  tments / Securi  ties 

Securities  in  the  city/town  retirement  system  are  generally  stocks, 
bonds,  notes,  and/or  any  other  financial  document  indicating  the  invest- 
ment of  capital,  its  ownership,  its  nature,  and  its  interest  earnings. 
Massachusetts  General  Laws  also  stipulate  that  the  city  or  town  retire- 
ment board  shall  designate  one  or  more  banks  in  which  securities  of  the 
system  shall  be  kept  under  the  name  of  the  retirement  system  in  one  or 
more  safe  deposit  boxes.  (32:23(2c)) 

The  board  may  cause  securities  to  be  in  the  name  of  one  or  more  nomi- 
nees for  the  purpose  of  facilitating  security  trading,  money  management, 
and  certificate  delivery.     Nominees  shall  be  covered  by  a  fidelity  bond 
in  a  form  and  an  amount  as  the  commissioner  of  insurance  may  determine. 

The  management  of  investments  is  vested  in  the  board  of  the  city/town 
retirement  system,  or  its  designee,  subject  to  provisions  and  restric- 
tions of  the  General  Laws.     Chapter  663  of  the  Acts  of  1983  made  major 
changes  in  Chapter  32,  and  established  the  pension  investment  advisory 
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unit  which  generally  regulates  the  investments  of  public  employee 
retirement  systems.     It  also  outlines  the  commissioner  of  PRRA's  powers 
and  duties  through  the  pension  investment  advisory  unit.     PERA  has 
issued  extensive  regulations  and  guidelines  governing  the  investment  of 
retirement  system  funds,  pursuant  to  Chapter  7,  section  50. 

Treasurer  Designated  Custodian  of  Investments/Securities;     The  duties 
of  the  treasurer  specifically  pertaining  to  investments  and  securities 
require  that  the  treasurer: 

•  Protect  and  safeguard  physical  control  and  access  of  actual  docu- 
ments of  investments/securities  in  a  depository  designated  by  the 
city/town  board  of  the  retirement  system. 

•  Receive,  record,  and  deposit  monies  from  investments  (income, 
maturities,  and  proceeds  of  sales). 

•  Disburse  monies  for  the  purchase  of  investments  through  a  duly 
authorized  warrant. 

•  Relinquish  securities  for  sale  upon  authorization  of  the  city/town 
board  of  retirement  system. 

•  Maintain  current  comprehensive  records  of  securities  in  custody. 

•  Provide  current  comprehensive  statements  of  securities  in  custody 
to  city  audi  tor /town  accountant - 

Duties  of  the  Treasurer  When  Custody  of  Investments/Securities  is 
Designated  to  Others:     Duties  specifically  pertaining  to  investments/ 
securities,  when  custody  has  been  designated  to  a  custodian  (within 
statutory  provisions  [32:23(20)])  other  than  the  treasurer  are  basically 
limited  to  the  receipt  of  investment  monies  transferred  to  the  city/ town 
retirement  system  from  the  custodian  in  compliance  with  authorization 
and/or  agreements  with  the  board  of  the  city  or  town  retirement  system. 
These  monies  are  usually  cash  or  cash  equivalents,  and  upon  transfer 
become  the  custody  of  the  treasurer. 

Procedures  for  Handling  Cash  Receipts 

The  following  are  general  responsibilities  of  the  treasurer.  He/she 
mus  t : 

•  Protect  and  safeguard  assets  within  his/her  designated  custody. 

•  Receive  and  record  cash  and  other  assets  in  custody. 

•  Disburse  assets  within  statutory  provisions. 

•  Report  uniformly,  consistently,  and  comprehensively  assets  in 
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custody  to  the  board  of  the  city/town  retirement  system. 


Cash  receipts,  of  which  the  treasurer  is  in  charge,  generally 
include,  but  are  not  limited  to,   the  following: 

•  Contributions  from  members,  including  deductions  from  city/town 
payrolls  and  other  member  payrolls;  voluntary  contributions;  late 
entry  payments;  redeposits;  and  transfers  from  other  systems. 

•  Contributions  from  employers,  including  city/town  appropriations 
for  pension  fund  and  expenses  contributions  from  other  member 
employers;  reimbursement  from  other  systems;  reimbursement  from 
individuals  employed  through  federal  grants;  and  cost  of  living 
adiustraents. 

•  Contributions  to  the  Pension  Reserve  Fund. 

•  Income  from  investments. 

•  Maturing  principal. 

•  Proceeds  from  the  sale  of  securities. 

Contributions  from  Members;     Chapter  32  prescribes  membership 
eligibility  (32:3(2)),  rates  of  contributions,  and  effective  dates 
(32:22(lb)),  and  defines  compensation  which  is  subject  to  deductions. 
Treasurers  should  be  familiar  with  statutory  provisions  and  restrictions 
for  payroll  deductions  and  should  refer  to  Chapter  32  for  guidelines, 
particularly  on  enrollment  and/or  compensation  which  is  annual  and/or 
extraordinary. 

The  board  of  the  city/town  retirement  system  further  determines 
membership  eligibility  and  the  group  classification,  within  statutory 
provisions.  (32:3(2d)) 

The  general  rates  for  deductions  are  determined  by  the  date  the 
employee  entered  service.     If  there  has  been  a  break  in  the  employee's 
service  and  the  employee  left  his  or  her  money  in  the  retirement  system, 
then  the  rate  is  determined  by  the  original  date  the  employee  entered 
service.     If  the  employee  withdrew  his/her  money  from  the  system,  the 
rate  of  deduction  is  determined  by  the  date  (s)he  reentered  service. 


Employment  through  12/31/74 


5% 


Employment  1/1/75  through  12/31/83 


7% 


Employment  1/1/84  to  date 


8% 
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The  treasurer  shall  commence  retirement  withholdings  upon  "written 
notice  from  the  board  "  ( 32 : 22 ( 1 )(b) ) 


Contributions  to  the  Pension  Reserve  Fund  (40; 5D):     These  contribu- 
tions are  authorized  by  Chapter  661  or  the  Acts  of  1983.     The  section 
relevant  to  the  treasurer  as  custodian  of  this  fund,  and  directions  for 
its  administration,  are  appended.     ICR  85-103,  ("Pension  Charges  to 
Grant  Funds,"  pages  8-17  -  8-18)  provides  guidelines  for  the  recovery  of 
pension  grant  monies  relative  to  this  section  of  the  Act. 

Recording  Cash  Receipts:     The  following  steps  should  be  taken  when 
recording  cash  receipts: 

•  A  cash  book  specifically  designated  for  the  city/town  retirement 
system  should  be  the  minimum  record.     The  cash  book  should  be 
bound,  functional,  and  retained  as  a  permanent  record. 

•  Receipts  should  be  recorded  and  deposited,  intact,  daily. 

•  Cash  book  entries  should  include  the  date,  source  of  receipt, 
nature  of  receipt,  and  amount. 

•  Deposit  should  be  daily,  intact,  recorded  in  the  cash  book,  and  the 
depository  identified.     A  receipted,  duplicate  deposit  slip  should 
be  retained. 

•  Total  receipts  for  each  day  (or  deposit)  and  the  amount  deposited 
should  equal. 

•  Monthly  totals  should  be  footed. 

•  Annual  year-to-date  total  may  also  be  footed  and  carried  forward. 

•  Report  cash  receipts  to  the  city  auditor/town  accountant  in  detail 
on  a  weekly  basis  with  a  copy  of  the  report  to  the  board  of  the 
city/town  retirement  system.     A  classified  standardized  schedule  of 
receipts  is  recommended. 

Disbursements 

Treasurers  may  only  disburse  monies  by  warrants  authorized  and  signed 
by  two  persons  designated  by  the  board  of  the  city/ town  retirement 
system  by  a  duly  attested  vote  (32:23(2a)).     Disbursements  include,  but 
are  not  limited  to: 

•  payments  of  annuities  and  pensions 

•  payments  to  beneficiaries 


8-5 


•  refunds  to  membership 

•  transfers  to  other  systems 

•  administrative  expenses 

•  purchase  of  investments 

•  payments  to  agencies  for  retiree  payroll  withholdings 

Disbursements  should  be  generated  and  distributed  on  the  date  of  war- 
rant.    Statutory  provisions  prohibit  disbursements  without  warrants. 

Handling  Withholdings  from  Pensions:     The  treasurer,  as  agent  and 
custodian  of  retiree  pension  payroll  deductions,  is  responsible  for  the 
payment  of  withholdings  to  the  proper  agency.     Deductions  from  pension 
payrolls  must  be  authorized  by  statute.     MGL  Chapter  32,  section  19, 
amended,  authorizes  deductions,  as  defined  in  statute,  for  insurance, 
income  taxes,  and  to  satisfy  support  obligations. 

Deductions  must  be  assigned  in  writing  by  the  retiree  or  by  legal 
decree.     They  must  be  paid  to  the  billing  agency  within  the  agency's 
stipulated  time  limits.     To  initiate  payment,  the  treasurer  must  take 
the  following  steps: 

•  reconcile  deductions  to  agency  billing/order 

•  prepare  a  voucher 

•  submit  the  voucher  to  city  auditor/town  accountant  for  inclusion  on 
warrant 

Recording  Disbursements:     Disbursements  are  recorded  in  the  cash 
book,  apart  from  cash  receipts.     The  cash  book  entry  should  indicate  the 
date,  warrant  number,  and  amount.     The  totals  should  be  footed  after 
each  warrant  entry,   through  month  end.     Annual  year-to-date  totals  may 
also  be  footed  and  carried  forward. 

Unclaimed  disbursements  should  be  reported  in  writing  to  the  Board  of 
Retirement  on  a  timely  basis.     For  additional  information,  refer  to  MGL 
Chapter  32,  section  11,  amended,  which  defines  the  procedure  for  un- 
claimed monies. 

If  a  disbursement  is  for  the  purpose  of  purchasing  a  security,  and 
the  treasurer  is  custodian  of  securities,  a  procedure  should  be  estab- 
lished to  monitor  receipts  of  the  security. 
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Cash  Balances 


Cash  balances  for  the  retirement  system  should  be  summarized  in  the 
cash  book  for  the  retirement  system.     If  multiple  depositories  are  used 
for  cash,  a  cash  ledger  should  be  maintained  for  the  retirement  system. 
(See  example  of  bank  ledger  in  Chapter  3.) 

Cash  balances  per  cash  book  summary  and  total  cash  balances  in 
depositories  must  agree.     Variances  should  be  researched  and  resolved 
promptly. 

Reconciliation  to  Bank  Records 

Reconciliation  of  the  treasurer's  cash  records  and  bank  statements  is 
essential  to  verify  actual  ownership  and  existence  of  cash  as  recorded 
in  the  treasurer's  records  and  accounting  records.     The  procedure  for 
reconciling  the  retirement  system  cash  to  bank  statements  is  the  same  as 
the  procedure  outlined  for  reconciling  city/town  cash,  as  detailed  else- 
where in  this  manual. 

When  reconciling,  variances  should  be  researched  and  resolved  prompt- 
ly.    City  auditor/town  accountant  records  should  be  reconciled  to  the 
treasurer's  records  monthly.     Checks  outstanding  and  uncashed  within  90 
days  should  be  researched  by  the  treasurer.     Checks  determined  "lost" 
may  be  replaced  after  payment  is  stopped  on  the  lost  check.     All  other 
uncashed  outstanding  checks  should  be  referred  to  the  board  or  retire- 
ment system  for  disposition  within  statutory  provisions  (32:11). 

Compensation  for  Treasurer's  Duties 

Treasurers  may  be  compensated  for  services  rendered  as  custodian  of 
the  funds  of   the  retirement  board,  not  to  exceed  $1,500,  payable  from 
the  expense  fund  of  the  system.     Authorization  and  approval  of  expenses 
are  subject  to  authorization  and  approval  of  the  board.  (32:20(4g)) 

COUNTY  RETIREMENT  SYSTEMS 

When  a  municipality  belongs  to  the  county  retirement  system,  the 
treasurer's  responsibility  includes  three  major  functions:     serving  on 
the  county  retirement  board  advisory  council;  the  withholding  of  em- 
ployee contributions  to  the  retirement  system;  and  the  completion  and 
filing  of  a  Treasurer's  Monthly  Report  to  the  county  retirement  board. 
Following  are  descriptions  of  these  three  responsibilities. 
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Serving  on  the  County  Retirement  Board  Advisory  Council 


The  retirement  board  advisory  council  is  comprised  of  all  the  unit 
treasurers  within  a  county  system  (32:20(3g)).     The  council  is  managed 
by  a  three-person  board,  composed  of  the  county  treasurer,  who  is  the  ex 
officio  member  and  serves  as  the  chairperson;  one  member  elected  by  the 
membership;  and  one  member  of  the  county  retirement  board  advisory 
council  elected  at  a  meeting  of  the  council  (32:22(7c)). 

The  retirement  board  of  each  county,  city,  or  town  retirement  system 
annually  submits  a  proposed  expense  fund  budget  to  the  council  at  a 
meeting  specifically  called  for  this  purpose.     The  council  reviews  the 
proposed  budget  with  questions  of  the  board  as  to  the  amounts  or  reasons 
for  such  expenditures.     After  review,  the  council  votes  a  sum  of  money 
for  the  expenses  and  costs  of  administration  which  is  then  approved  by 
the  Division  of  Public  Employment  Retirement  Administration  and  assessed 
to  each  unit  on  the  same  ratio  as  the  pension  assessment. 

Calculating  Retirement  Deductions 

Section  3(f)  of  the  Massachusetts  General  Laws  states,  in  part,  that 
"the  treasurer ...  shall  act  as  a  liaison  officer  between  the  employees 
thereof  and  the  board  of  such  system."    Accordingly,  the  treasurer  is 
responsible  to  ensure  that  new  employees  complete  an  application  for 
membership  to  the  retirement  system.     It  is  suggested  that  this  be  done 
at  the  same  time  as  the  withholding  forms  for  taxes  and  group  insurance 
benefits  are  completed. 

The  treasurer  is  also  responsible  for  seeing  that  the  payroll  system 
properly  withholds  deductions  for  retirement  contributions.     Such  deduc- 
tions shall  be  transmitted  to  the  retirement  system  in  accordance  with 
the  instructions  for  the  monthly  report  described  below.     Since  the 
amount  of  the  retirement  system  assessment  must  be  raised  in  the  tax 
rate  if  it  has  not  been  raised  by  appropriation  ( 32 : 22 (7ci ) ) ,  the 
treasurer  should  notify  the  assessors  before  the  tax  rate  is  set  if  the 
amount  appropriated  is  less  than  the  amount  of  the  assessment. 

The  Treasurer's  Monthly  Report 

Massachusetts  General  Laws  (32:22(lb))  requires  that  every  treasurer 
withhold  contributions  for  city  or  town  employees  who  are  members  of  the 
retirement  system.     Membership  to  the  retirement  system  is  determined  by 
the  retirement  board  after  a  review  of  the  Form  101,  "New  Entrant 
Enrollment  Blank,"  (pages  3-19  -  8-20).     All  employees  are  required  to 
submit  an  application  prior  to  the  completion  of  six  calendar  months  of 
service.     The  board  then  determines  eligibility  based  on  statutory 
provisions  or  local  board  rules. 
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Retirement  contributions  are  transFerrred  to  the  retirement  system. 
In  transferring  these  funds,   the  treasurer  must  use  a  prescribed  form 
known  as  the  "Treasurer's  Monthly  Report"  (Form  11,  see  page  8-21). 
However,  computer  forms  may  be  used  instead  of  this  form  if  they  have 
been  approved  by  the  retirement  board. 

To  complete  the  Treasurer's  Monthly  Report,  the  treasurer  must  calcu- 
late the  appropriate  amount  of  retirement  deductions  for  every  city  or 
town  employee  who  participates  in  the  retirement  system.     In  calculating 
the  appropriate  regular  compensation  and  deductions,  the  following  steps 
should  be  followed: 

1.  The  percentage  for  withholding  retirement  contributions  are  shown 
on  page  4  of  this  chapter. 

2.  The  treasurer  shall,  for  the  purpose  of  determining  the  regular 
compensation  and  regular  deductions  of  any  employee  who  is  receiving  a 
noncash  maintenance  allowance  in  the  form  of  full  or  partial  boarding 
and  housing,  add  to  the  amount  at  a  rate  which  shall  be  determined  by 
the  retirement  board  (32:22(lc)).     The  sum  of  such  amount  and  the  amount 
of  such  cash  payment  shall  be  the  regular  compensation  upon  which 
regular  deductions  shall  be  made  on  and  after  July  1,  1946. 

3.  When  overtime  payments  are  made,  the  amount  of  such  payments  must 
be  separated  from  the  total  compensation  paid  and  inserted  as  a  separate 
item  with  no  deduction  and  marked  "O.T."  Overtime  payments  have  been 
defined  as  any  payments  made  to  an  employee  for  services  other  than  his/ 
her  regular  position,  or  in  excess  of  the  normal  work  week  for  employees 
in  his/her  department. 

4.  Each  employee  shall  be  deemed  to  consent  and  agree  to  the  deduc- 
tions provided  for  in  this  system  and  shall  be  given  a  receipt  for  his 
or  her  full  salary  or  compensation.     (The  language  relative  to  "consent" 
is  contained  in  section  22(l)(f)  as  a  safeguard  against  future  claims 
for  unpaid  wages.) 

5.  When  an  employee  received  payments  for  services  in  more  than  one 
department,  the  amounts  should  be  shown  separately  on  the  Treasurer's 
Monthly  Report. 

6.  When  an  employee  is  having  an  additional  amount  deducted  from  his 
or  her  compensation  for  the  purpose  of  redepositing  or  making  up  back 
payments,  the  additional  amount  should  be  shown  as  a  separate  item. 

Withdrawal  from  the  retirement  system  is  not  allowed  while  an  indi- 
vidual is  still  actively  employed.     If  an  individual  changes  employment 
to  another  governmental  unit  in  which  such  a  system  is  operative,  the 
retirement  account  must  be  transferred  to  the  appropriate  retirement 
system.  (32:3(8)) 
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Make-up  pajnnents  must  be  calculated  by  the  retirement  board  together 
with  the  related  creditable  service.     If  an  employee  desires  to  handle 
the  make-up  payment  through  additional  payroll  deductions,  permission 
must  be  received  from  the  board  so  that  the  proper  accounting  can  be 
made. 

Elected  officials  may  opt  not  to  belong  to  the  retirement  system. 
(32:3(2vi)) 

Instructions  for  Completing  the  Treasurer's  Monthly  Report 

The  following  instructions  should  be  followed  in  completing  the 
Treasurer's  Monthly  Report: 

1.  The  Treasurer's  Monthly  Report  should  be  sent  to  the  office  of 
the  Retirement  Board  no  later  than  the  tenth  day  of  the  next  succeeding 
month,  accompanied  by  a  check  for  the  total  amount  of  contributions 
withheld  during  the  preceding  month. 

2.  The  report  should  include  the  names  of  all  employees,  except 
teachers  who  have  their  own  retirement  system,  whether  or  not  they  are 
members  of  the  retirement  system. 

3.  The  names  of  new  members  of  the  retirement  system  appearing  for 
the  first  time  on  the  report  must  be  accompanied  by  Form  101,  "New 
Entrant  Enrollment  Blank,"  together  with  a  copy  of  a  birth  certificate 
and  (if  applicable)  a  military  discharge. 

4.  If  employees  are  paid  weekly,  the  report  will  show  in  the 
appropriate  weekly  column,  beside  the  name  and  classification  of  the 
employee,  the  amount  of  weekly  wages  and  the  amount  of  the  weekly 
retirement  deduction. 

5.  If  employees  are  paid  monthly,  the  report  will  show  in  the 
monthly  column  beside  the  name  and  classification  of  the  employee,  the 
amount  of  monthly  wages  and  the  amount  of  the  monthly  retirement 
deduction. 

6.  If  an  employee  is  not  a  member  of  the  retirement  system,  there 
must  be  a  symbol  noted  in  the  deduction  column  in  lieu  of  a  retirement 
deduction.     The  symbols  to  be  used  in  the  deduction  column  are  describe 
in  the  next  section. 

7.  Deductions  for  members  computed  on  noncash  maintenance  allowance 
in  addition  to  cash  payments  must  be  marked  on  the  Treasurer's  Monthly 
Report  by  a  single  asterisk  (*). 

8.  The  names  of  all  employees  who  are  employed  in  more  than  one 
department  in  the  unit  must  be  marked  on  the  Treasurer's  Monthly  Report 
by  a  double  asterisk  (**). 
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9.     The  total  retirement  deductions  made  for  each  employee  for  the 
current  month  must  be  shown  in  the  "Total  Paid  to  County"  column  on  the 
report.     This  amount  is  the  sum  of  the  weekly  retirement  deductions  for 
employees  paid  weekly,  and  for  employees  paid  monthly,  this  amount  is 
equal  to  the  monthly  retirement  deductions. 

10.  The  total  of  the  column  entitled  "Total  Paid  to  County"  is  the 
amount  to  be  remitted  to  the  retirement  board  by  the  treasurer. 

11.  The  treasurer  will  complete  and  sign  the  certificate  at  the  top 
of  the  first  page  of  the  Treasurer's  Monthly  Report. 

Symbols  Used  in  Deduction  Column  on  the  Treasurer's  Monthly  Report 

There  are  certain  employees  of  each  city  and  town  who  are  not  elig- 
ible to  belong  to  the  retirement  system.     The  names  of  these  employees 
must  be  listed  on  the  Treasurer's  Monthly  Report,  and  the  reason  must  be 
indicated  in  the  deduction  column  using  one  of  the  following  seven 


s  yrab  o  1  s  : 

Symbol  Definition  of  Symbol 

W.  Waived 

E.O.  Elected  Official 

E.  Emergency  Employee 

O.A.  65  years  of  age  or  over 

N.E,  Not  eligible  for  membership 

W.C.  ^Workmen's  Compensation 

M.S.  Military  Service  credit 


To  clarify  the  intent  of  each  of  these  symbols,  the  following  defini- 
tions may  be  helpful  to  a  treasurer: 

1.  W.  (Waived):  This  symbol  should  be  used  only  when  notice  has 
been  received  stating  that  an  employee,  in  service  of  the  city  or  town 
on  the  date  it  became  eligible  for  membership  in  the  retirement  associa- 
tion, has  elected  not  to  become  a  member  of  the  retirement  system,  and 
has  filed  a  duly  executed  waiver  of  all  benefits  which  might  accrue  to 
him/her  if  (s)he  became  a  member.  Whenever  the  name  of  an  employee  in 
this  category  appears  on  the  report,  this  symbol  should  be  used  in  the 
deduction  column  in  lieu  of  the  retirement  deduction. 
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2.  E.O.  (Elected  Official):     Any  person  elected  to  a  town  or  dis- 
trict office  after  July  1,   1947,  if  under  age  65  on  the  date  of  his 
election,  may  become  a  member  of  the  system  by  filing  with  the  retire- 
ment board,  on  a  prescribed  form,  a  written  application  for  membership 
within  90  days  after  the  date  of  assuming  office.     However,  if  an 
elected  official  is  already  a  member  of  the  system  by  virtue  of  his/her 
employment  in  some  other  position,  deductions  will  be  made  from  his  or 
her  salary  as  an  elected  official.     This  symbol  will  be  used  for  elected 
officials  who  hold  no  other  position  and  who  do  not  file  application  for 
membership  in  the  system  within  the  allotted  period  of  time. 

3.  E.  (Emergency  Employee):     Whenever  an  emergency  employee  appears 
on  the  Treasurer's  Monthly  Report,  this  symbol  should  be  used  in  the 
deduction  column  in  lieu  of  the  retirement  deduction.     An  emergency 
employee  Is  a  person  employed  for  no  more  than  four  months  durlag  any 
one  year  for  emergency  reasons.     Emergency  employment  is  defined,  in 
part,   in  section  91,   as  "emergency  service  for  a  period  not  to  exceed 
one  year  In  any  position  after  certification  that  an  emergency  exists, 
that  a  vacancy  exists,  and  that  no  person  having  the  same  or  similar 
skill  is  available  for  such  positions." 

Persons  receiving  a  pension  or  retirement  allowance  from  the 
state  or  a  county  or  municipal  retirement  system  cannot  be  paid  for  any 
service  rendered  to  the  Commonwealth  or  one  of  Its  subdivisions,  with 
certain  exceptions.     One  of  these  exceptions  pertains  to  emergency 
employees  as  defined  in  32:91(2).     If  an  employee  is  an  emergency 
employee,  deductions  for  retirement  should  not  be  made  from  his/her 
compensation,  unless  such  deductions  are  authorized  by  32:5(lg).  The 
amount  of  said  employees'   retirement  allowance  Is  deducted  from  his/her 
compensation  and  retained  by  the  municipality.     For  example,  if  a  re- 
tired person  has  been  receiving  an  annual  pension  of  $8,000  and  is  hired 
as  an  emergency  employee  at  a  salary  of  $24,000  per  year,  (s)he  would 
actually  receive  $16,000  ($24,000  minus  $8,000). 

4.  O.A.   (65  years  of  age  and  over):     Any  person  over  the  age  of  65 
who  becomes  a  new  employee  shall  not  become  a  member  of  the  retirement 
system.     Whenever  an  employee  in  this  category  appears  on  the  Treas- 
urer's Monthly  Report,  this  symbol  should  be  used  in  the  deduction 
column  In  lieu  of  the  retirement  deduction.  (32:3(21v)) 

5.  N.E.   (Not  Eligible  for  Membership):     In  all  cases  involving  part- 
time,  provisional,  or  Intermittent  employment,   the  Retirement  Board 
shall  have  and  exercise  full  jurisdiction  to  determine  such  employees' 
eligibility  for  membership  in  the  retirement  system.     The  treasurer  of 
all  units  shall  forward  to  the  retirement  board  a  "New  Entrant  Enroll- 
ment Blank"  (Form  101)  for  each  such  employees.     If  the  retirement  board 
Informs  the  treasurer  that  certain  employees  are  not  eligible  for  mem- 
bership in  the  system,  this  symbol  should  be  used  in  the  deduction 
column  in  lieu  of  the  retirement  deduction  whenever  such  employee 
appears  on  the  Treasurer's  Monthly  Report.     In  the  case  of  school 
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employees,  it  should  be  indicated  on  Forra  101  whether  or  not  the 
employee  is  working  a  10-raonth  or  12-raonth  year.     This  information  is 
needed  by  the  board  as  most  people  obtain  creditable  service  for  only 
the  work  actually  performed  unless  there  is  specific  statutory  authority 
to  the  contrary.     Most  nonprofessional  school  personnel  fall  into  this 
category  and  do  not  get  credit  for  the  summer  months. 

6.  W.C.  (Workmen's  Compensation):     Employees  receiving  Workmen's 
Compensation  benefits  should  not  be  removed  from  the  report.     The  symbol 
"W.C."  should  be  entered  next  to  their  names,  and  the  regular  compensa- 
tion entered  in  the  earnings  column  but  no  deductions  taken.     If  the 
employee  received  compensation  from  the  unit  in  addition  to  Workmen's 
Compensation  payments,  no  deductions  should  be  made  from  this  amount. 
(32: 14(1)) 

7.  M.S.  (Military  Service  credit):     Employees  who  are  serving  in  the 
armed  forces  should  be  listed  on  the  Treasurer's  Monthly  Report  with 
this  sjnnbol  entered  next  to  their  name,  and  their  regular  compensation 
entered  in  the  earnings  column  but  no  deductions  taken. 

TEACHERS  RETIREMENT  SYSTEM 

Teachers  Retirement  Board 

The  teachers  retirement  system  is  managed  by  a  board  consisting  of 
five  members,  as  follows:     the  commissioner  of  education  (or  his/her 
designee)  is  the  ex  officio  member  and  serves  as  chairman;  a  member  who 
is  appointed  by  the  governor  to  serve  a  four-year  term  and  is  a  retired 
former  public  school  teacher;  two  members  who  are  elected  by  the  members 
(in  or  retired  from  service)  of  the  system  for  a  term  of  four  years;  and 
one  member  selected  by  the  other  four  members  for  a  terra  of  four  years. 

Eligibility  for  the  teachers  retirement  system  is  determined  by  the 
Teachers  Retirement  Board  within  statutory  provisions.     The  respective 
school  committee/board  district  generates  the  appropriate  documentation 
to  process  personnel  procedures  (i.e.,  enrollments,  retirements,  resig- 
nations, leaves  of  absence)  as  well  as  other  pertinent  data  required  to 
administer  the  system. 

Calculating  Deductions 

The  treasurer,  as  custodian  of  city/town  payroll  deductions,  func- 
tions as  the  collection  and  disbursement  agent  of  the  teachers  retire- 
ment deduction. 

The  teachers  retirement  board,  within  statutory  provisions,  deter- 
mines the  date,  rates,  type,  and  limits  of  compensation  eligible  for 
contributions  to  the  retirement  system.     This  information  should  be 
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furnished  to  the  treasurer  by  the  respective  school  department  through 
the  internal  payroll  procedures.     The  general  rates  which  are  determined 
by  the  date  of  employment  are  the  same  as  those  noted  on  page  4. 

For  those  employees  who  enter  the  service  of  the  Commonwealth,  or  any 
political  subdivision,  on  or  after  January  1,   1979,  the  maximum  salary 
on  which  a  retirement  allowance  may  be  based  shall  be  $30,000.  (Refer 
to  the  chapter  on  Payroll  for  information  on  recording  and  disbursing 
payroll  withholdings.)     (Chapter  367,  section  50,  Acts  of  1978) 


Report  of  Deductions 

The  treasurer,  as  custodian,  is  responsible  for  the  payment  of 
teacher  retirement  contributions  to  the  Teachers  Retirement  Board 
(32:22(li)).     The  Board  requires  payment  monthly,  on  or  before  the  tenth 
of  the  following  month.     For  example: 


Total  Deductions 

Covering  the  Period  Payment  Due 

3/2/86    -  3/29/86  April  10,  1986 

3/30/86  -  4/26/86  May  10,  1986 

4/27/86  -  5/31/86  June  10,  1986 


The  Teachers  Retirement  Board  requires  a  detailed  report  of  deduc- 
tions with  payments.     The  Board  will  accept  electronically  processed 
reports,  providing  all  reports  specify  the  required  information. 
Deductions  are  transmitted  to  the  Teachers  Retirement  Board  along  with 
the  Teachers'  Retirement  Deduction  Report  (see  forms  TRB  770928-01  and 
TRB  770928-02  on  pages  8-23  -  8-25). 

Reports  of  deductions  are  due  by  the  tenth  of  the  following  month  and 
must  include  total  salary  and  deductions  for  the  month.     Reports  by  pay 
period  are  also  acceptable. 

Only  the  names  of  individuals  for  whom  deductions  are  being  reported 
should  appear  on  the  monthly  report.     Any  other  names  must  be  eliminated 
from  the  report  prior  to  submission.     A  member's  name  and  social  securi- 
ty number  should  appear  only  once  and  reflect  the  total  deduction  for 
the  month. 


A  payment  register  must  accompany  each  Teachers  Retirement  Deduction 
Report  submitted  by  a  school  district/collaborative.     The  payment  regis- 
ter must  include  the  following  information: 


•  name  of  school  district/collaborative 

•  month/year  which  deductions  and  check  cover 
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•  record  check  nuraber(s) 

•  record  check  amount(s) 

•  total  of  check(s)  remitted 

•  grand  total  from  Teachers  Retirement  Deduction  Report 

NOTE:     Each  of  these  instructions  is  illustrated  in  the  sample. 

Disbursements  for  teachers  retirement  deductions  must  be  initialed  by 
voucher  and  processed  on  warrants  for  payment. 
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EDWARD  J   COLLINS.  JR 

DEPUTY  COMMISSIONER 

FEDERAL  GR/ilJTS 
Page  1  of  3 

PENSION  CHARGES  TO FEDERAL  GRANTS 


Chapter  35,  Section  32A  of  the  General  Laws 
Chapter   40,   Section  5D  of  the  General  Laws 


SUMMARY : 


County,  municipal,  and  district  treasurers  are  now  required  to 
make  provisions  for  charging  federal  grants  for  pension  costs  of  all 
active  members  of  a  retirement  system  whose  salaries  are  paid  from 
these  grants.  This  charge  is  separate  from  the  member's  mandatory 
contribution,  which  will  continue. 

Chapter  661  of  the  Acts  of  1983,  which  amends  G.L.  Ch .  35,  S.  32A, 
and  G.L.  40,  S.  5D,  requires  that  all  federal  grants  received  by  local 
governments  be  charged  for  pension  costs  incurred  because  of  such 
grant. 

The  Division  of  Public  Employee  Retirement  Administration  (PERA) 
has  determined  that  the  appropriate  charge  for  all  grants  is  three 
percent  of  total  grant  salaries  to  be  paid  during  the  remainder  of 
this  fiscal  year.  These  charges  should  be  made  beginning  October  1, 
1985. 


GUIDELINES: 


1.  At  the  commencement  of  every  fiscal  year  (but  no  later  than 
July  31st),  each  spending  agency  of  cities,  towns,  districts 
and  counties  must  authorize  the  treasurer  to  initiate 
procedures  to  transfer  pension  costs  from  federal  grants. 

2.  Employees  responsible  for  administering  federal  grants  should 
notify  their  accountant/auditor  and  treasurer  to  make  pension 
cost  transfers  from  all  federal  grants  effective  beginning 
October  1,  1985. 

3.  All  transfers  should  be  made  on  a  timely  basis  and  as  close  to 
the  dates  of  payroll  distributions  for  these  federal  grants  as 
is  reasonably  possible  and  in  accordance  with  the  local 
government's  normal  withholding  policies  and  procedures. 


c,cr~ry,  ~ tt r-,^ /,r~ tr c  «- r- A~-r . k i  Kenneth  A.  Msrchurs,  Director  of  Accounts 
FISCAL  :i>ERVICES  SECTION  - 

HAROLD  J.  REGAN.  Jr.,   Deputy  Director 
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4.  All  pension  costs  so  recovered  from  grants  must  be  deposited  in 
a  Pension  Reserve  Fund  which  is  in  the  custody  of  the 
appropriate  local  retirement  board. 

5.  Each  transfer  of  funds  must  be  accompanied  by  supporting 
documentation  which  details  each  employee  and  the  respective 
amounts  and  period  of  time  which  the  charge  and  transfer 
represents.  Copies  of  all  documentation  supporting  these 
pension  charges  to  grants  should  also  be  maintained  bv  the 
county,  municipality  and  district. 

6.  All  local  retirement  boards  have  the  responsibility  to  maintain 
financial  information  which  is  adequate  to  justify  and  support 
the  recovery  of  pension  costs  from  federal  grants.  PERA  will 
issue  guidelines  to  all  local  retirement  systems  on  the  nature 
and  extent  of  the  documentation  necessary  to  support  these 
charges . 

7.  For  any  federally-funded  educational  grants  received  through 
the  Massachusetts  Department  of  Education,  pension  costs  of 
employees  who  are  members  of  the  State  Teachers'  Retirement 
System  will  be  deducted  by  the  Department  of  Education  prior  to 
receipt  of  grant  funds  at  the  local  level.  All  other  employees 
whose  salaries  are  funded  by  these  federal  education  grants 
received  through  the  Department  of  Education  must  be  considered 
in  pension  cost  transfers  to  the  local  retirement  system. 

8.  The    initial    charge    of    three    percent    should    continue    for  the 
'           nine    month    period    ending    June    30,    1986.      PERA    is  estimating 

that  for  the  two  fiscal  years  beginning  July  1  ,  1986  and  July 
1,  1987  the  appropriate  charge  to  federal  grants  for  pension 
costs  will  be  six  percent  and  nine  percent  of  grant  salaries, 
respectively.  Grant  administrators  should  plan  their  budgets 
accordingly . 

Any  questions  concerning  these  provisions  of  Chapter   661   should  be 
directed  to: 

Public  Employee  Retirement  Administration: 

Richard  Stanton ( 617 ) 727-9380 

Department  of  Revenue,   Bureau  of  Accounts: 

Kenneth  Marchurs  (617)727-4401 
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No.  101 — NEW  EKTRAHT  E^fROlXMENT  ELANT..  ('Pleats  fill  oui  thU  bUnk  hy  trpavntir  or  sn  ink.) 


(£flmmrmiimtltf|  at  M&aauipxettisi 
CITY  OF  LEOMINSTER  RETIREMENT  SYSTEM 
LEOMINSTER,  MASS. 


TO  THE  RETIREMENT  BOARD: 

In  order  that  1  may  be  properly  enrolled  in  the  above  retirement  »ystem  maintained  under  the  proviaiont  of  sections  1  to  28 
of  chapter  32  of  the  General  Laws,  1  have  carefully  and  truthfully  filled  out  the  following  form.  1  hereby  authorize  the  Treasurer 
to  withhold  7  per  cent  of  my  regular  compe .i/iation  Amb  on  each  pay  day  and  to  deposit  such  deductions  to  my -credit  in  the 
annuity  savmgs  luiirl.  1  understand  that  the  full  amount  of  such  deductions  with  compound  interest  as  provided  by  the  retire- 
ment act  will  be  relumed  to  me  upon  r<:c,ae3t  if  1  leave  the  service  of  the  above  retirement  system  before  becoming  eligible  for 
retirement,  unless  to  accept  a  position  which  would  entitle  me  to  become  a  member  of  any  other  simiiar  contributory  retirement 
system  in  the  commonwealth,  or  will  be  paid  to  my  beneficiary  or  beneficiaries  as  provided  by  the  retirement  act  if  1  die  before 
the  commencement  of  my  retirement  allowance. 


1. 

Name  of  Employee. 

1 

ndentlfication  or  Social  Security  No. 

2. 

Sex 

3.  Age 

4. 

Single,  married,  widowed  or  divorced. 

5. 

Home  addreaa. 

6. 

Place  of  birth. 

7. 

Ejiact  date  of  birth.    (A  copy  of 
be  filed  with  the  Retirement 

^our  birth 
3oard.) 

recor 

d  should 

8. 

Father's  full  name. 

9. 

Mother's  full  maiden  name. 

rr 

f\ 

1  ! 

i 

! 


Give  names  whether  living  or  dead. 


10.  Department  in  which  now  employed. 

1  I.  Ejnployed  on  full,  part-time  or  season- 
al basis. 

12.  Employed  on  permanent  or  tempor- 
ary baais. 

13.  Title,  position  or  nature  of  duties. 

14.  Elxact  date  you  began  your  preaent 
service. 

15.  Exact  date  of  your  present  perma- 
nent appointment. 

16.  Are  you  tinder  Civil  Service  or  Ef:A  ? 

1  7.  Are  you  serving  a*  an  elected  official? 

1 8.  Rate  of  regular  cash  compensation, 
per 

I  9.  Have  you  ever  been  a  member  of  any  other  aimilar  con- 
tributory retirement  system) 


1 9A.     Have  you  ever  been  employed  by  another  govern- 
mental UDit> 


20.  Are  you  receiving  a  non-cash  allowance  in  the  form  of  full 
or  partial  boarding  and  housing? 

21.  Have  you  ever  been  previously  employed  by  this  govern- 
mental unit? 

22.  Do  you  wish  to  provide  for  the  redepotit  of  any  accumulated 
regular  deductions  previously  withdrawn  by  you? 


23.  If  you  are  a  discharged  veteran,  check  by  (i)  the  war  in  which  you  aerved.       ^Vorld  W.ir  I_ 
(A  copy  of  your  discharge  papera  should  be  filed  %vith  the  Retirement  Board.)  ^VorU  W.ir  11, 


Korean  Contlicc  

Viet  N.ini  Conflicts 


24.  Beneficiary  or  beneficiaries  nominated  to  receive  in  thb  proportion  designated  any  sum  due  at  your  death.   The  right  to 
change  any  nominated  beneficiary  is  reaerved.    (See  other  aide  of  this  form.) 


Name  of  Beneficiary 

Address  of  Beneficiary 

Relationship  to  you 

Proportion 

25.  REMARKS  —  Give,  details  to  answers  under  questions  I  ! ,  12,  19,  I  9A,  20,  2  I  and  22  where  required. 


(Continue  in  blank  space  on  reverae  aide  if  neceaaary. ) 

23A.     Does  this  position  constitute  your  sole  or  principal  employment? 

26.  The  above  statements  are  true  and  correctly  recorded  to  the  beat  of  my  knowledge  and  belief  and  are  made  under  the 
penaltiea  of  perjury. 

Dated  at  ,  Maaaachuaatta,  on.  ,  1 9  . 

Wilmeas    .     Signature  of  Employee  —  _     

27.  The  above  statements  relative  to  employment,  rate  of  compensation,  record  of  service  and  other  data  recorded  in  the 
Department  are  true  to  the  beat  of  my  knowledge  and  belief. 

Dated  at    Maasachuaetts,  on  .  19  . 

Signed  for  Department  by     


Membership  is  to  commence. 

Date  of  birth  verified  as 

Amount  deductible  from 
compensation  $      per 

Annual  rate  of  regular 
compensation  $  _   

Source  of  verification 

Approved  (or  membership  by  Retirement 

Ronrd  nn                                                       ,   |  Q  . 
Signed  by   
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Form  No.  4a  Read  Instnictions  on  Other  Side  Before  Electing  Option 

OPTIONS  ON  RETIREMENT 

(□ect  oD«  of  the  following) 

TO  :  Your  total  deduction*  with  int«r«*t  to 

the  d«t«  of  your  tetiremcDt  ,  will  eunouot  to  approximately  $  

OPTION  (a)    No  Payment  to  BeneBciary. 

Vou/  retiieinenl  a)lov,aocc  wiii  be  approximately  $   e«ch  year  for  life  and  all  paymenti  will  ceaie  upoa 

your  death.  Your  total  deductiotu  with  interest  are  inciudfd  in  the  calculation  of  thi«  allowance.  If  you  chooie  this 
oplioD,  you  will  have  no  further  claim  after  your  retirement  uccomes  effective  to  the  amcur.t  of  the  total  deduction*  with 
mtcreit  to  your  ciedii  in  tne  letfiement  fund.  Upon  your  death  your  beneficiary  (or  estate)  will  have  no  claim  upon 
thit  amount. 

TO  THE  RETlf^EMENT  BOAl^  :  I  v/ish  my  retirement  allowance  paid  in  accordance  with  the  provisions  of  lection 
12,  subdiviiion  (2).  Optica  (a),  chapter  32  of  the  General  Laws,  which  provides  an  allowance  as  explained  above.  I  under- 
itand  that  this  option  provia.  s  ilie  iargeat  possible  payment  under  the  retirement  law  a-^d  that  all  payments  thereunder  cease 
at  mv  d^dth.  1  ALSO  UNnPP.-5TA'-.;->  Tll-XT  BY  CHOOSING  THIS  OPTION  I  RELINQUISH  ON  THE  DATE  THAT  MY 
RETIf<hMENT  TAKES  EFFLCl  AiJ.  CLAIM  TO  THE  lOTAL  DEDLJCTIONS  WITH  INTEREST  WHICH  I  HAVE  TO 
MY  a^EDIT  IN  THE  RETIREMENT  RND  AND  THAT  UPON  DEATH  MY  BENEFICIARY  (OR  ESTATE)  WILL 
HAVE  NO  CLAIM  ON  THESE  DEDUCTIONS  WITH  INTEREST. 

Dale  Signed  Member's  Signature  _ 

OPTION  (b)     Refund  Paymeot  to  Beneficiary  in  Cas«  of  Early  Death. 

Your  retirement  allowance  under  this  option  will  be  approximately  $   each  year  for  life.  The  payments 

under  this  option  are  smailer  than  those  under  Option  (a)  but  your  total  deductions  with  interest  are  included  in  the 
calculation  of  this  allowance  iu  the  Icrm  of  a  cash  refund  annuity.  If  your  death  occurs  before  the  sum  of  the -payments 
representing  the  annuity  portion  of  the  allowance,  i.e.  the  portion  derived  from  your  own  accumulated  total  deductions, 
equals  your  total  deductions  with  interest  to  the  date  of  your  retirement,  the  dlfierence  will  be  paid  to  your  beneSciary 
(or  estate) :  for  example,  if  you  choose  this  optioa  and  die  at  the  end  of  one  year  from  the  date  of  retirement,  the  approximate 
•mount  to  be  paid  to  your  benehciary  (or  estate)  will  be  a>  follows: 

Amount  to  your  credit  at  retirement    .    .  $  

Deduct  annuity  payments  received  .    .    .  $  

Balance  due  beneficiary  (or  estate)  .    .    .  $  

TO  1  HE  f^TlREMEJsT  BO.ARD  I  wish  my  retirement  allowance  paii  in  accordance  with  the  provisions  of  section 
12,  subdivision  (2).  Option  (b),  chapter  32  of  the  General  Laws,  which  provides  a  cash  refund  annuity  as  explained  above, 
i  understand  that  this  option  provides  for  a  smaller  retirement  allowance  for  hfe  but  that  if  1  die  before  the  amount  which 
I  have  received  in  annuity  payments  equals  the  sum  of  my  total  deductions  with  interest  to  the  date  of  my  retirement,  the 
ciuSereuce  wiil  be  paid  to  my  designated  beneficiary  (or  estate). 

Date  Signed   Member's  Signature  

OPFiO^N  (c)    Payment  of  Allowanee  to  Beneficiary. 

Your  retirement  allowance  under  this  option  will  depend  on  whom  you  nominate  as  beneficiary.  The  only  person* 
fli^lble  are  your  spouse,  child,  falhtr.  mother  or  brother  or  sister.  Pavmenis  under  this  oolion  are  smaller  than 
those  under  Option  (a),  but  upon  your  crolh  two  thirds  of  your  smaller  retirement  allowance  will  be  paid  your  beneficiary 
each  year  for  the  remainder  of  the  naD.ed  beneficiary's  life.  The  younger  the  age  of  your  beneficiary  the  lesser  the  amount 
available.  The  amount  payable  under  ihis  option  will  be  furnished  by  the  Retirement  Board  upon  request,  following 
the  receipt  of  information  pertaining  to  the  beneficiary  listed  below. 

TO  THE  RETIREMENT  BOARD;  I  wish  my  retirement  allowance  paid  in  accordance  with  the  provisions  of 
Section  12,  subdivision  (2),  Option  (c),  chapter  32  of  the  General  Laws,  which  provides  a  retireraenj  allowance  as  ex- 
plained above.  1  understand  that  this  retirement  allowance  will  be  smaller  than  that  under  Option  (a),  but  that  upon 
lay  death  two  thirds  of  this  retirement  allowance  will  be  paid  to  the  named  beneficiary  for  said  beneficiary's  life. 

Name  of  Beneficiary  Date  of  Birth  

Relation  to  Member  Sex   

Dale  Signed  Member's  Signature  

STATEMENT  BY  WITNESS 

(To  be  signed  by  member  of  family  if  possible) 

TO  THE  RETIREMENT  BOARD  : 

I  have  read  this  blank  with  the  member  of  the  Retirement  System  whose  selection  of  an  option  is  made  above  and 
at  his  (her)  request  have  witnessed  his  (her)  si^^nature  thereto.  1  fully  understand  the  three  retirement  options  and 
feel  sure  that  he  (she)  also  understands  the  options  and  that  it  is  his  (her)  desire  to  have  the  retirement  annuity  under 
Option    at  explained  above. 


IS' 

§:§. 


Signature  of  Witness 
Home  Address 


(Read  the  statement  which 
you  sign  av  a  witness) 


(First  Name) 

(Middle  Name) 

(Last  Name) 

(Number) 

(Street) 

(Gty  or  Town) 

(Sute) 

(Relationship  of  Witness  to  Member) 
IMPORTANT  -    SIGN  ONLY  ONE  of  the  options  and  return  entire  blank  prompdy  to  the  Retirement  Board 

ALL  SIGNATURES  MUST  BE  WRITTEN  IN  INK. 
PROVISION  IS  MADE  FOR  EXECUTION  OF  THIS  FORM  IF  MEMBER  IS  INCOMPETENT. 
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Chapter  9 
BORROWING 


Communities  borrow  to  meet  interim  cash  requirements  prior  to  the 
receipt  of  current  revenues,  such  as  taxes  or  grant  funds.     They  may 
also  borrow  in  anticipation  of  the  proceeds  of  bonds.     Such  short-term 
debt  is  issued  in  the  form  of  notes. 

To  provide  money  for  capital  improvements,  in  most  cases  communities 
borrow  by  issuing  bonds.     This  is  known  as  long-term  debt.     The  issuance 
of  long-terra  debt  usually  requires  a  two-thirds  vote  of  the  voters  pres- 
ent at  a  town  or  district  meeting  or  a  two-thirds  vote  of  the  legisla- 
tive branch  of  the  city  government. 

The  amount,  purpose,  length  to  maturity,  and  procedures  for  the  issu- 
ance of  municipal  debt  are  prescribed  by  law.     Most  municipal  debt  is 
regulated  by  the  provisions  of  Chapter  44  of  the  General  Laws. 

The  Bureau  of  Accounts  of  the  Department  of  Revenue  is  the  state 
agency  responsible  for  overseeing  most  municipal  debt  and  for  maintain- 
ing records  of  all  municipal  debt.     To  compute  revenue  borrowing  capaci- 
ty, on  or  about  July  1  of  every  year  the  Director  of  Accounts  sends  a 
letter  to  each  community  requesting  information  on  motor  vehicle  excise 
receipts  and  a  Statement  of  Indebtedness  to  be  returned  to  the  Bureau. 
(See  samples  on  pages  9-33  -  9-35.)    When  the  incurrence  of  debt  is 
authorized,  the  city,  town,  or  district  must  notify  the  director  of  the 
Bureau  of  Accounts  by  furnishing  him  or  her  with  a  copy  of  the  vote 
within  48  hours  after  the  vote  has  become  effective. 

It  should  be  noted  that  certain  debt  and  capital  projects  funded  in 
part  by  federal  funds  require  the  approval  of  the  Emergency  Finance 
Board  (10:47).     Also,  emergency  appropriations  which  are  to  be  funded 
by  the  issuance  of  debt  require  the  approval  of  the  Emergency  Board 
(44:8(9)).     A  more  detailed  description  of  the  role  and  the  duties  of 
these  two  boards  is  included  elsewhere  in  this  chapter. 

Debt  Limitations 

Local  governments  are  restricted  as  to  the  maximum  amount  of  debt  for 
certain  purposes  that  may  be  authorized  at  any  one  time.  Section  10  of 
Chapter  44  sets  the  debt  limit  of  towns  at  5%  and  of  cities  at  2  1/2%  of 
their  equalized  valuation  (EQV).  It  also  authorizes  cities  and  towns  to 
exceed  their  limit  by  an  additional  2  1/2%  and  5%  of  their  respective 
EQV  with  approval  of  the  Emergency  Finance  Board.  Section  7  of  the  same 
chapter  describes  most  of  the  purposes  for  which  municipalities  may  bor- 
row within  (inside)  the  debt  limit  (see  pages  9-25  -  9-28),  while 
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section  8  lists  many  purposes  for  which  municipalities  may  borrow  beyond 
(outside)  the  debt  limit  (see  pages  9-29  -  9-32). 

The  debt  limit  for  a  district  is  based  on  an  amount  determined  by 
applying  to  the  equalized  valuation  of  the  town  the  same  ratio  which  the 
assessors'   valuation  of  the  taxable  property  of  the  district  for  the 
preceding  year  bears  to  the  assessors'  valuation  of  the  taxable  property 
of  the  town  for  the  preceding  year.     In  the  case  of  the  district  which 
is  located  in  two  or  more  towns,  the  debt  limit  is  based  on  the  total 
amount  determined  by  applying  to  the  equalized  valuation  of  each  of  the 
towns  in  which  any  part  of  the  district  is  located  the  same  ratio  which 
the  assessors'   valuation  of  the  taxable  property  of  the  district  in  the 
respective  towns  for  the  preceding  year  bears  to  the  assessors'  valua- 
tion of  the  taxable  property  of  each  town  for  the  preceding  year. 

Issuing  Debt 

Once  debt  has  been  properly  authorized,  a  city,  town,  county,  or 
district  may  issue  notes  or  bonds  to  raise  the  amount  of  money  needed. 
These  bonds  or  notes  must  be  properly  prepared  and  signed  by  the  treas- 
urer.    If  issued  by  a  city,  they  must  be  countersigned  by  the  mayor;  if 
issued  by  a  town,  then  a  majority  of  the  selectmen;  and  if  issued  by  a 
district,  by  a  majority  of  the  prudential  committee. 

To  allow  communities  to  be  more  flexible  in  an  environment  of  rapidly 
changing  interest  rates,  the  legislature  amended  the  General  Laws  in 
1980  to  allow  communities  to  recall  and  reissue  bonds  or  notes  before 
maturity.     (Please  refer  to  IGR  80-5  on  pages  9-37  -  9-39.)  (44:21,21A) 

SHORT-TERM  DEBT — A  FINANCIAL  TOOL 

For  the  purposes  of  this  chapter,  short-term  debt  will  be  considered 
as  borrowings  for  up  to  two  years  at  a  time.     Within  this  time  frame,  we 
shall  address  both  the  most  common  purposes  for  which  this  financing 
tool  is  used,  as  well  as  the  timing  and  duration  of  such  loans  to  best 
meet  the  needs  of  the  community. 

Purposes  for  Short-Term  Borrowing 

The  principal  purposes  for  which  communities  use  short-term  debt  are: 

1.  Borrowing  in  anticipation  of  revenue  (44:4).     Commonly  referred  to 
as  "tax  anticipation  loans"  or  "revenue  anticipation  loans,"  this 
form  of  borrowing  is  the  most  common  use  of  short-term  debt. 

2.  Borrowing  in  anticipation  of  reimbursement  (44: 6A  M.G.L.  and  Acts 
of   1945,  Chapter  74).     A  community  may  be  entitled  to  grants  from 
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the  state  or  federal  government  which  are  payable  on  a  reimburse- 
ment basis. 

3.  Borrowing  in  anticipation  of  a  bond  issue  (44:17).  Communities 
may  wish  to  borrow  for  a  short  time  in  anticipation  of  a  bond 
issue.     Such  notes  are  usually  issued  either  because  the  total 
amount  of  the  bond  issue  is  not  needed  at  the  beginning  of  a 
project  or  because  the  market  for  interest  rates  is  not  favorable 
for  a  long-term  issue. 

ANTICIPATION  OF  REVENUE 

Cities,  towns,  and  districts  may  incur  debt  for  temporary  loans  in 
anticipation  of  taxes  and  other  current  revenues  by  majority  vote  of  the 
local  legislative  body.     For  cities  and  towns,  this  type  of  borrowing  is 
limited  to  the  total  of:     1)  the  tax  levy  of  the  fiscal  year  prior  to 
the  year  in  which  the  debt  is  incurred;   2)  the  net  amount  collected  in 
the  prior  year  from  motor  vehicle  and  trailer  excise;  and  3)  pa3nnents 
made  by  the  Commonwealth  in  lieu  of  taxes  during  the  prior  year.  For 
districts,  temporary  loans  in  anticipation  of  revenue  may  not  exceed  the 
receipts  from  taxes,  rates,  and  services  of  the  year  prior  to  that  in 
which  the  debt  is  incurred.     The  aggregate  amount  shall  not  exceed  an 
amount  reasonably  required.     The  director  of  accounts  or  counsel  must 
approve  the  amount  for  towns  and  districts.     (See  sample  letter  on  page 
9-41.) 

By  statute  (44:4),  cities,  towns,  and  districts  may  borrow  for  up  to 
one  year  in  anticipation  of  such  revenue.  Borrowings  for  shorter  peri- 
ods of  time  may  be  renewed,  if  the  annual  vote  of  the  local  legislative 
body  so  provides,  but  the  total  term  may  not  exceed  one  year  from  the 
date  of  the  original  borrowing.  The  one-year  term  may  occur  within  the 
span  of  two  separate  fiscal  years. 

When  and  How  Much  to  Borrow 

Treasurers  may  borrow  on  or  after  July  1  of  any  fiscal  year  if  a  cash 
flow  analysis  indicates  a  need.     Operating  cash  receipts  by  month 
(generally  based  on  one  or  two  years  prior  to  actual  receipts)  and 
comparative  expenditures  from  prior  years  should  be  analyzed  to  project 
receipts  and  disbursements  for  the  coming  year.     If  the  projection 
indicates  a  cash  deficit  at  any  time  during  the  period,  the  treasurer 
may  need  to  borrow  in  anticipation  of  revenue. 

The  treasurer  may  borrow  the  net  cash  shortfall  projected  prior  to 
the  expected  receipt  of  revenue  for  the  fiscal  year  or  a  larger  amount 
to  provide  a  cash  reserve  should  any  anticipated  receipts  be  reduced  or 
late  or  should  payments  for  certain  items  voted  (e.g.,  a  fire  truck, 
police  cruiser,  or  other  substantial  departmental  equipment)  be  ad- 
vanced.    It  is  essential  to  update  the  cash  flow  statement  at  least 
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monthly  and  to  be  aware  of  any  pending  extraordinary  payment  which  could 
transform  the  treasurer's  projections.     A  more  detailed  discussion  of 
cash  flow  projection  is  included  in  the  cash  management  chapter  of  this 
manual.     The  amount  that  may  be  borrowed  is  subject  to  certain  federal 
income  tax  limitations  relating  to  so-called  arbitrage  funds.  Treas- 
urers may  not  borrow  in  anticipation  of  revenue  if  other  revenue  funds 
are  invested.     (See  IGR  80-2,  pages  9-43  -  9-44.) 


The  actual  due  date  or  maturity  date  of  revenue  anticipation  borrow- 
ing should  be  based  on  the  most  likely  date  that  taxes  will  actually 
become  due.     It  is  not  unusual  to  fix  a  maturity  date  for  the  related 
borrowing  two  weeks  after  the  date  on  which  taxes  are  due.     This  pro- 
vides for  the  turnover  of  receipts  collected  and  arrangements  for  the 
discharge  of  the  temporary  loan. 


The  decision  to  borrow  once  or  on  several  occasions  during  the  fiscal 
year,  for  a  term  coinciding  with  the  receipt  of  the  first  tax  payment  or 
the  second,  will  be  based  on  several  factors: 


The  likelihood  of  delays  in  having  an  approved  tax  rate  due  to 
revaluation  or  recertif ication  of  the  community's  taxable  valua- 
tion base. 


The  comparative  issuing  costs  for  several  (as  opposed  to  one  or 
two)  such  offerings. 

Interest  cost  projections  for  varied  amounts  and  terms. 


This  is  an  area  where  the  treasurer  can  exercise  his  or  her  manage- 
ment skills.     Treasurers  should  consult  with  other  treasurers,  as  well 
as  with  local  and  regional  bankers.     If  a  registered  representative  at  a 
"certifying"  bank  (a  term  used  for  banks  that  assist  with  the  issuance 
of  municipal  loans  and  provide  financial  advice)  has  been  employed,  take 
full  advantage  of  his  or  her  expertise.     The  treasurer,  however,  is 
responsible  and  should  ultimately  make  the  borrowing  decision. 


Special  Procedures  for  Borrowing  in  Anticipation  of  Revenue 

a.     At  the  beginning  of  the  fiscal  year,  a  city  treasurer  should  re- 
quest a  city  council  vote,  with  the  approval  of  the  mayor  if  necessary, 
to  authorize  the  treasurer  to  borrow  in  anticipation  of  revenue.  The 
Bureau  of  Accounts,  bond  counsel,  and  the  certifying  bank  should  be 
notified  of  this  action. 


b.     In  towns,  a  standard  article  should  be  included  in  the  warrant 
for  the  annual  town  meeting  authorizing  the  treasurer,  with  the  approval 
of  the  selectmen,  to  borrow  in  anticipation  of  revenue.     For  example: 


9-4 


COPY  OF  ARTICLE  AUTHORIZING  LOAN 


Article  4.     To  see  if  the  Town  v/ill  vote  to  authorize 
the  Treasurer  with  the  approval  of  the  Selectmen  to 
borrow  in  anticipation  of  revenue  for  the  fiscal  year, 
beginning  July  1,   19  ,  in  accordance  with  the  pro- 
visions of  General  Laws,  Chapter  44,  Section  4,  and  to 
renew  any  note  or  notes  with  the  provisions  of  General 
Laws,  Chapter  44,   Section  17. 

c.  The  total  amount  borrowed  must  not  exceed  the  amount  reasonably 
required     and  should  be  justified  by  a  cash  flow  projection.     In  a  town 
or  district,  this  amount  must  be  approved  by  the  director  of  the  Bureau 
of  Accounts  if  notes  are  issued  through  the  Bureau  of  Accounts.  NOTE: 
Because  governments  pay  a  lower  than  normal  market  rate  of  interest,  the 
federal  government  has  established,  by  statute  and  regulation,  rules 
relating  to  the  amount  of  interest  that  a  government  can  earn  on  invest- 
ments of  the  proceeds  of  notes  or  bonds  on  which  the  interest  is  exempt 
from  federal  income  taxes.     These  arbitrage  regulations  have  placed  a 
number  of  restrictions  on  municipal  finance  practices.     (Arbitrage  is 
discussed  more  fully  in  the  addendum  to  this  chapter.)     (Please  refer  to 
IGR  80-1  (page  9-45)  and  80-2  (pages  9-43  -  9-44)  for  clarification  on 
investment  of  funds  borrowed  in  anticipation  of  revenue.) 

d.  The  notes  must  be  payable,  and  paid,  not  later  than  one  year  from 
their  date  of  issue  and  normally  cannot  be  renewed  or  paid  by  the  issu- 
ance of  new  notes. 


ANTICIPATION  OF  REIMBURSEMENT 

A  community  may  be  entitled  to  a  variety  of  grants  from  the  Common- 
wealth or  from  the  federal  government,  all  payable  on  a  reimbursement 
basis — that  is,  after  the  bills  have  been  paid  and  the  community 
(through  the  relevant  department  or  consultant)  has  filed  evidence  of 
entitlement  to  partial  or  total  reimbursement. 


Anticipation  of  State  Reimbursements  (SANs) 

If  the  state  agrees  to  reimburse  a  community  for  a  portion  of  the 
cost  of  a  project  for  which  the  town  could  borrow  for  five  years  or 
longer,  the  community  may  issue  Short  Term  Notes  in  Anticipation  of 
Reimbursement,  in  accordance  with  Chapter  44,  sections  6  and  6A.  Prior 
to  issuance  of  this  debt,  a  community  must  have  a  signed  grant  agreement 
which  indicates  the  amount  of  funding  the  state  will  be  providing. 

Issues  in  anticipation  of  reimbursement,  except  public  works  projects 
covered  under  Chapter  44,  section  6A,  must  be  approved  by  a  Town  Meet- 
ing.    Borrowing  for  public  works  projects  must  be  approved  by  the  Board 
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of  Selectmen.     The  loan  may  not  exceed  the  amount  of  the  grant  to  be 
reimbursed  by  the  state.     The  initial  loan  is  limited  to  a  two-year 
period,  but  may  be  renewed  from  time  to  time  as  long  as  the  grant 
remains  payable. 


Notes  in  Anticipation  of  Federal  Reimbursement  (FANs) 

Such  notes  may  be  issued  to  provide  temporary  financing  for  projects 
eventually  to  be  funded  either  in  whole  or  in  part  by  a  federal  grant 
(Chapter  74  of  the  Acts  of  1945). 

Issuance  of  this  type  of  debt  does  not  require  Town  Meeting  approval; 
however,  the  Town  Meeting  must  have  approved  the  project.     If  the  grant 
is  for  a  public  works  project,  the  town  must  obtain  approval  from  the 
Emergency  Finance  Board  before  it  may  undertake  the  project  or  issue 
notes.     To  receive  such  approval,  the  town  must  submit  an  environmental 
impact  statement,  grant  documentation,  a  project  cost  breakdown,  and  a 
copy  of  the  town  vote  accepting  the  grant. 

Once  all  approvals  have  been  obtained,  a  town,  city,  or  district  may 
issue  Notes  in  Anticipation  of  Federal  Aid  for  a  maximum  of  two  years, 
and  may  renew  these  notes  for  an  additional  period,  as  long  as  the  grant 
remains  payable. 


When  and  How  Much  to  Borrow 

Let  us  use  an  example  of  borrowing  in  anticipation  of  reimbursement 
from  the  Commonwealth  for  highway  resurfacing  or  reconstruction  pur- 
poses.    Two  questions  need  to  be  addressed  to  a  highway  or  public  works 
department  in  order  for  the  treasurer  to  establish  a  plan  for  borrowing. 
They  are: 

1.  What  is  the  cost  of  a  particular  contract  about  to  be  awarded? 

2.  When  is  the  work  expected  to  be  completed? 

We  address  particular  contracts  because  highway  work  may  be  performed 
in  the  spring,  summer,  and  fall  and,  in  many  instances,  the  time  frame 
is  staggered  to  obtain  better  bids  as  well  as  to  minimize  traffic  delays 
or  interruptions. 

Assume  a  contract  for  $100,000  commences  July  1  and  will  be  completed 
August  15.     Unless  the  particular  contract  otherwise  specifies,  funds 
would  not  be  required  for  30  days  following  the  award  of  the  contract 
(on  August  1  in  this  example).     Assuming  that  the  highway  department  or 
public  works  department  files  evidence  of  payment  for  the  work  performed 
by  September  1,  reimbursement  is  likely  to  be  received  within  60  days  of 
that  filing,  or  by  November  1.     Therefore,  the  $100,000  needed  to 
advance  fund  the  project  should  be  borrowed  from  August  1  to  November  1. 
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Other  grant  programs,  such  as  water  system  rehabilitation  and  sewer 
construction,  may  call  for  different  reimbursement  schedules.     In  order 
to  establish  the  term  for  such  borrowings  in  anticipation  of  these 
reimbursements,  the  treasurer  should  obtain  (from  the  department  charged 
with  the  responsibility  for  the  project  and/or  from  the  consulting 
engineer)  an  estimated  project  payment  schedule  incorporating  the  likely 
dates  and  amounts  of  reimbursement  to  be  received.     This  is  your  project 
cash  flow  chart.     Because  contract  schedules  may  be  altered,  and  reim- 
bursements correspondingly  adjusted,  it  is  essential  for  the  treasurer 
to  receive  an  updated  schedule  at  least  every  three  months  during  the 
constuction  program. 

If  borrowing  in  anticipation  of  reimbursement  is  the  source  of  fi- 
nances for  the  program  (before  or  after  the  application  of  the  community 
share  of  the  project),   the  amount  to  be  borrowed  should  be  equivalent  to 
at  least  the  value  of  two  months'  estimated  billings.     The  term  of  the 
borrowing  will  cover  the  period  of  time  until  sufficient  reimbursement 
payments  have  been  received  to  discharge  the  temporary  loan  obligation. 

A  treasurer  should  consult  the  current  project  payment  schedule.  In 
some  instances,  communities  borrow  for  a  longer  period  than  the  schedule 
would  call  for,  to  provide  a  margin  of  safety  as  well  as  to  reduce  the 
number  of  additional  borrowings.     To  avoid  significant  interest  penal- 
ties, it  is  essential  that  contract  payments  be  made  within  the  time 
frame  of  the  contract.     Since  the  community  would  not  wish  to  borrow 
unnecessarily,  the  availability  of  an  up-to-date  project  payment  sched- 
ule is  essential  to  proper  financial  management. 

The  amount  and  term  of  notes  in  anticipation  of  reimbursement  are 
also  limited  by  federal  arbitrage  regulations. 

ANTICIPATION  OF  BOND  ISSUE 

These  notes  (44:17)  are  also  known  as  Bond  Anticipation  Notes  (BANs) 
and  are  issued  in  anticipation  of  serial  loans.     The  issuance  of  notes 
in  anticipation  of  a  serial  loans  requires  specific  authorization,  and 
must  have  town  meeting  or  city  council  approval  by  a  two-thirds  vote. 

If   long-terra  debt  has  been  authorized,  the  officers  authorized  to 
issue  that  debt  may  make  a  temporary  loan  for  a  period  of  not  more  than 
two  years,  if  the  authorized  debt  is  permitted  by  law  to  mature  over  a 
period  of  ten  years  or  more.     If  the  debt  is  permitted  by  law  to  mature 
over  a  period  of  less  than  ten  years,  the  temporary  loan  may  not  exceed 
one  year,  but  may  be  renewed  for  up  to  an  additional  year  (44:17A). 

•  The  temporary  loan  must  be  repaid  from  the  proceeds  of  the  bond 
issuance. 

•  The  final  maturity  date  of  the  bonds  may  not  be  extended  beyond  the 
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terra  fixed  in  the  authorizing  statute  or  (if  less)  the  vote  author- 
izing the  serial  loan. 


•  A  temporary  loan  made  under  section  17  may  be  refunded  by  other 
notes,  but  the  date  of  maturity  may  not  be  greater  than  two  years 
from  the  date  of  issue  of  the  original  loan. 

Certain  issues  (for  the  most  part  including  subsections  of  Chapter 
44,  sections  7  and  8,  as  purposes  for  which  a  city,  town,  or  district 
may  borrow)  require  approval  of  the  Emergency  Finance  Board  prior  to  the 
issuance  of  the  serial  loan  or  BANs .     In  addition  to  this  authorization, 
the  Bureau  of  Accounts  may  require  a  town  or  district  to  have  a  prelimi- 
nary legal  opinion  from  bond  counsel  attesting  to  the  due  authorization 
of  the  long-term  debt. 

PROCEDURES  FOR  SHORT-TERM  BORROWING 

Once  the  borrowing  has  been  authorized,  the  first  step  in  short-terra 
borrowing  is  for  the  treasurer  to  notify  the  prospective  purchasers  that 
bids  will  be  accepted  at  a  set  date  and  time  for  the  amount  of  money 
needed.     (Sometimes  one  bank  acts  as  fiscal  agent  for  the  community  and 
solicits  the  bids  from  other  banks.)     Bids  may  be  received  either  in 
writing  or  by  telephone. 

Since  Federal  Securities  laws  impose  penalties  on  issuers  (among 
others)  of  all  debt  in  the  event  false  or  misleading  information  is 
provided,  or  material  (particularly  adverse  information)  is  not 
disclosed  to  investors,  consideration  should  be  given  to  preparing  a 
disclosure  statement  if  the  notes  might  be  sold  or  resold  to  other 
Massachusetts  major  institutional  investors. 

Once  the  bids  have  been  received,  the  treasurer  makes  an  evaluation. 
He  or  she  should  be  aware  of  the  following: 

•  Bids  are  usually  expressed  in  hundredths  of  a  percent. 

•  A  hundredth  of  a  percent  (.01%)  is  called  a  basis  point. 

•  A  difference  of  one  basis  point  for  a  period  of  six  months  on 
$100,000  is  $5.00. 

•  Some  banks  will  add  a  premlura  of  a  few  dollars  to  break  a  tie. 

Once  the  treasurer  has  made  a  determination  as  to  the  winning  bid  or 
bidders,  he/she  notifies  all  banks  that  have  bid  of  the  decision. 

Certification  by  the  Director  of  Accounts  (Towns  and  Districts) 


The  director  of  accounts  supplies  a  book  of  serially  numbered  notes 


to  the  treasurer  of  every  town  and  district  for  use  in  temporary  (and 
some  permanent)  loans.  These  are  commonly  referred  to  as  State  House 
Notes.  The  statutes  regarding  the  use  of  such  notes  are  contained  in 
Chapter  44,  sections  23  through  28.  In  addition,  the  Bureau  of  Accounts 
has  prepared  guidelines  for  the  preparation  of  these  notes  (see  pages 
9-47  -  9-48).  (NOTE:  State  House  Notes  must  be  issued  in  serial  order. 
If  a  note  is  spoiled,  it  must  be  sent  to  the  Bureau  for  recording.) 

Town  and  district  treasurers  may  also  use  notes  prepared  by  a  bank,  in 
a  format  approved  by  the  director  of  accounts. 

Once  the  loan  has  been  awarded  to  a  bank,  notes  are  prepared,  usually 
in  denominations  specified  by  the  purchaser,  for  the  total  to  be  bor- 
rowed, using  the  forms  prepared  by  the  director  of  accounts  or  by  a 
bank.     Every  note  must  state  the  purpose,  amount,  rate  of  interest,  date 
of  issue,  and  date  it  is  due.     Both  sides  of  each  note  should  be  com- 
pleted.    Notes  must  be  payable  not  later  than  the  term  permitted  by  law. 

The  notes  must  be  signed  by  the  treasurer  and  countersigned  by  a 
majority  of  the  selectmen,  in  the  presence  of  the  town  clerk.     The  clerk 
attests  to  the  fact  on  the  face  of  each  aote  and  then  affixes  the  town 
seal.     District  notes  must  be  countersigned  by  the  majority  of  the  pru- 
dential committee,  if  any;  otherwise,  by  the  majority  of  commissioners. 

The  treasurer  keeps  a  duplicate  record  of  each  note  issued  on  the 
"treasurer's  stubs"  in  the  book  of  State  House  Notes.     When  notes  pre- 
pared by  a  bank  are  used,  the  treasurer  also  records  the  details  of  the 
loan  in  the  book  of  State  House  Notes.     He  or  she  sends  the  next  serial- 
ly numbered  note  with  the  notes.     The  Bureau  of  Accounts  will  void  the 
State  House  Note  and  return  it  to  the  treasurer.     (See  sample  of  State 
House  Notes  on  pages  9-49  -  9-52.) 

The  notes  are  then  sent  to  the  Bureau  of  Accounts,  accompanied  by: 

1.  A  clerk's  certificate,  which  contains  information  on  the  specif- 
ics of  the  loan  and  includes  the  clerk's  certification  that  the 
person  signing  as  treasurer  was  the  duly  authorized  treasurer  and 
that  the  persons  signing  were  duly  qualified  at  the  time  they 
signed  the  note.     This  clerk's  certificate  serves  as  the  Bureau's 
permanent  record  of  each  loan  issued.     (See  pages  9-53  -  9-54.) 

2.  A  copy  of  the  vote  authorizing  the  loan,  certified  by  the  town  or 
district  clerk,  must  accompany  anticipation  revenue  loans. 

3.  The  proper  fee .     (See  Schedule  of  Note  Certification  Fees  on  page 
9-55.) 

4.  Either  a  nonarbitrage  statement  (9-57),  if  the  loan  is  for  less 
than  60  days  duration,  or  a  cash  flow  statement  (9-59  -  9-60) 
must  accompany  revenue  anticipation  notes. 
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5.     A  Request  for  Delivery  of  Certified  Notes  specifying  the  bank.(s) 
to  whom  the  notes  are  to  be  sent  after  certification.  (See 
sample  on  page  9-61.) 

The  director  of  accounts  may  not  certify  a  note  more  than  five  days 
before  the  issue  date  appearing  on  the  face  of  the  note. 


Certification  of  Notes  by  Bank 


The  treasurer  generally  chooses  one  bank  to  serve  as  the  community's 
fiscal  agent.     When  a  city  needs  to  borrow,  the  treasurer  provides  the 
fiscal  agent  with  a  certified  copy  of  the  vote  to  authorize  the  borrow- 
ing, with  evidence  that  it  was  properly  adopted,  and  any  other  necessary 
legal  papers. 


Bond  counsel  reviews  all  legal  papers,  and  if  everything  is  in  order, 
issues  a  preliminary  opinion  on  the  authority  of  the  city  to  borrow.  The 
treasurer  then  requests  bond  counsel  to  prepare  forms  of  notes  and 
related  certificates  and  notifies  prospective  purchasers  that  the  city 
plans  to  borrow  a  certain  amount  of  money.     Sometimes  the  bank  chosen  as 
fiscal  agent  notifies  potential  bidders.     The  treasurer  tells  each  bank 
that  he/she  will  accept  bids  at  a  set  date  and  time. 


The  bank  acting  as  fiscal  agent  or  bond  counsel  sends  notes,  and  sig- 
nature, no-litigation,  and  nonarbitrage  certificates  in  forms  prepared 
by  bond  counsel  to  the  treasurer  for  the  treasurer's  and  the  mayor  or 
manager's  signatures.     Sometimes  local  ordinances  provide  for  additional 
signatures  to  be  certified.     These  are  returned  to  the  bank  as  soon  as 
possible,  as  the  bank  must  have  them  (and  bond  counsel  must  review  them) 
before  the  notes  can  be  delivered. 


Bids  may  be  in  writing  or  by  telephone.     The  bidders  give  the  inter- 
est rate  for  which  they  are  willing  to  loan  the  amount  needed.     Once  a 
decision  has  been  made,  the  treasurer  should  notify  all  bidders  of  the 
results  of  the  bidding. 

The  treasurer  is  responsible  for  keeping  a  record  of  each  loan  to 
ensure  compliance  with  the  limits  imposed  by  Chapter  44,  section  4. 


The  notes  and  opinion  of  bond  counsel  are  delivered  to  the  purchaser 
or  purchasers.     The  purchaser  pays  for  the  notes  at  the  agreed  upon 
price.     (NOTE:     Municipal  bonds  cannot  be  sold  for  less  than  their  face 
value  [44:16,   18].)     The  treasurer  must  notify  the  director  of  accounts 
of  the  amount,  purpose,  date,  and  term  of  the  loan. 


Towns  and  districts  may  also  use  the  same  procedures  as  cities,  upon 
vote  of  the  selectmen,  prudential  committee,  or  commissioners  to  do  so 
(44:27A). 
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PROCEDURES  FOR  LONG-TERM  BORROWING 


Introduction 

This  section  deals  with  the  procedures  commonly  utilized  by  the 
cities  and  towns  of  Massachusetts  in  permanently  funding  their  long-terra 
capital  needs.     The  treasurer,  after  consulting  with  financial  advisors, 
decides  the  best  size  and  terra  of  the  loan  and  the  best  timing  for  the 
sale. 

There  are  outside  factors  affecting  the  sale  of  bonds  or  State  House 
Notes  to  fund  a  capital  project.     These  factors  that  directly  affect  the 
interest  rate  which  will  have  to  be  paid  are: 

1.  General  market  conditions. 

2.  The  financial  standing  of  the  community.     This  is  generally 
reflected  in  a  community's  bond  rating. 

3.  The  term  of  the  loan. 


Role  of  Bond  Counsel 

An  important  outside  participant  in  the  bond  issuance  process  is  the 
bond  counsel,  who  provides  legal  advice  to  the  municipality  and  renders 
an  opinion  to  the  purchaser(s)  of  bonds  as  to  the  bonds'  validity  and 
the  exemption  of  interest  thereon  from  state  and  federal  income  taxa- 
tion.    The  services  provided  by  bond  counsel  in  the  role  of  determining 
whether  bonds  are  issued  legally  include  the  following: 

•  determining  whether  there  is  legal  authority  to  issue  the  bonds; 

•  drafting  of  a  vote  which  authorizes  the  bond  issue; 

•  determining  that  bonds  were  properly  authorized,  and  that  all 
legal  requirements  for  their  issuance  and  the  legal  ability  of  the 
issuer  to  carry  out  the  project  they  are  to  finance,  have  been 
satisfied; 

•  assuring  that  all  requisite  steps  are  taken,  and  certification 
provided  to  evidence  that  interest  on  the  bonds  will  be  tax 
exempt . 

Due  to  the  significance  and  importance  of  the  role  of  bond  counsel  in 
the  issuance  of  bonds,  communities  should  select  a  nationally  recognized 
firm.  Bond  counsel  must  have  the  confidence  of  the  investment  community 
so  that  the  bonds  will  be  marketed  successfully. 
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Bond  counsel  is  compensated  on  the  basis  of  the  extent  of  the  serv- 
ices provided  to  a  community.     The  fees  for  services  rendered  depend  on 
the  amount  and  the  complexity  of  the  work  involved. 

Structuring  the  Loan 

Three  major  factors  need  to  be  considered  in  the  structuring  of  any 
permanent  loan.     These  are:     legal  restrictions,  market  conditions,  and 
the  borrower's  ability  to  pay.     For  smaller  loans,  a  fourth  factor,  the 
cost  of  issuance,  is  also  a  significant  consideration.     These  factors 
are  often  in  conflict,  and,  in  many  instances,  the  final  structure  uti- 
lized is  a  compromise  of  some  form.     With  these  factors  in  mind,  some  of 
the  decisions  a  municipal  treasurer  can  be  expected  to  make  in  struc- 
turing his  or  her  loan  are  discussed  below. 

Deciding  on  Whether  to  Use  Bonds  or  State  House  Notes 

The  first  decision  for  a  Massachusetts  town  borrowing  less  than  seven 
hundred  fifty  thousand  dollars  ($750,000)  is  whether  to  issue  its  debt 
in  the  form  of  bonds,  approved  by  bond  counsel  and  certified  by  a  bank, 
or  in  the  form  of  State  House  Loan  Notes,  approved  and  certified  by  the 
director  of  the  Bureau  of  Accounts.     (Massachusetts  cities  do  not  have 
this  option  since  all  their  debt  issues  are  approved  by  a  bond  counsel.) 
The  major  advantages  of  State  House  Loan  Notes  are  the  ease  and  relative 
low  cost  of  issuance.     The  major  advantages  of  bonds  are  liquidity  and 
marketability,  factors  which  usually  result  in  lower  interest  rates. 

The  additional  interest  expense  a  town  might  expect  to  incur  by  sell- 
ing State  House  Loan  Notes  instead  of  bonds  is  determined  by  a  combina- 
tion of  its  local  banking  environment,  the  size  of  the  loan,  and  its 
terra.     Once  this  additional  interest  expense  is  estimated,  it  should  be 
compared  with  the  significant  administrative  expense  associated  with  the 
sale  of  bonds  in  order  to  determine  which  form  of  loan  to  employ.  Also, 
during  the  course  of  this  analysis,  the  town  should  become  familiar  with 
the  Bureau's  currently  effective  guidelines  as  to  the  maximum  size, 
term,  and  number  of  certificates  that  it  will  approve  for  a  permanent 
State  House  Loan. 


Determining  the  Maturity  Schedule 

Since  the  General  Laws  set  the  maximum  term  for  permanent  loans  and 
dictate  that  principal  pajmients  must  be  equal  or  diminishing  in  amount, 
the  most  common  decision  to  be  made  in  determining  a  maturity  schedule 
is  whether  principal  payments  should  be  accelerated  and  the  terra  re- 
duced.    Generally,  the  shorter  the  term,  the  lower  the  borrowing  rate, 
and  a  community  must  decide  at  what  point  the  interest  savings  realized 
by  a  term  reduction  is  offset  by  the  resultant  increase  in  principal 
payments . 
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Deciding  the  Manner  in  Which  the  Loan  Will  be  Awarded 


Another  decision  the  issuer  must  make  is  the  manner  in  which  the  loan 
is  to  be  bid  and  awarded.     Until  the  late  1970s,  the  most  common  method 
was  to  require  that  bids  be  for  the  full  amount  of  the  loan  at  a  single 
rate  of  interest.     Although  this  method  is  still  frequently  utilized  for 
loans  of  less  than  five  years,  currently  most  communities  allow  multiple 
rate  bidding  for  long-term  debt.     Under  this  method,  the  bidder  is 
allowed  to  specify  different  interest  rates  for  different  maturities, 
bat  no  more  than  one  interest  rate  for  bonds  of  the  same  maturity. 

To  prevent  aberrations,  the  maximum  differential  permitted  between 
the  lowest  and  highest  rates  bid  is  often  specified,  or  the  various 
rates  bid  may  be  required  to  be  in  ascending  order.     Awards  are  made 
either  on  the  basis  of  the  lowest  net  interest  cost  or  on  the  basis  of 
the  lowest  true  interest  cost  after  taking  into  consideration  the 
premium  (selling  price  in  excess  of  par  value)  offered,  if  any.     (In  the 
single-rate  method,  the  award  is  usually  made  on  the  basis  of  the  lowest 
stated  rate  bid,  and  premium  is  only  considered  if  two  or  more  bidders 
offer  the  same  low  rate.)     In  the  vast  majority  of  cases,  bonds  are 
still  sold  on  an  all-or-none  basis,  although  on  occasion  an  issuer  might 
allow  different  purchasers  for  different  lots  of  bonds. 

Determining  Whether  to  Include  Call  Provisions 

If  bonds  are  being  sold  in  a  high-rate  environment,  or  if  there  is  a 
significant  differential  between  long-  and  short-term  yields,  the  issuer 
might  offer  his/her  bonds  on  the  condition  that  certain  higher  yielding 
maturities  can  be  called  in  (retired  prior  to  the  stated  maturity  date) 
at  specified  future  dates.     Usually  a  payment  is  made  by  the  municipali- 
ty to  the  bondholder  in  the  form  of  a  premium  if  this  option  is  exer- 
cised (at  the  first  eligible  date)  because  the  bondholder  has  lost  the 
high  interest  rate.     Each  year  the  option  is  not  exercised,  the  amount 
of  the  premium  to  be  paid  at  call  is  reduced,  and,  in  most  cases,  the 
later  call  options  can  be  effected  without  premium.     The  ideal  call  pro- 
vision has  no  impact  on  the  interest  rates  bid  for  the  original  issue  of 
bonds . 

Bond  Ratings 

In  order  to  sell  bonds  successfully,  the  issuer  should  usually  seek  a 
bond  rating  on  the  issue.     Bond  ratings  are  used  by  investors  as  indica- 
tors of  relative  credit  quality  by  those  involved  in  purchasing,  under- 
writing, trading,  and  selling  municipal  bonds.     The  ratings  are  estab- 
lished by  independent  private  rating  agencies  and  reflect  the  rating 
agency's  judgment  as  to  a  community's  capacity  and  willingness  to  pay 
interest  and  principal  in  a  timely  fashion.     The  rating  has  significant 
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effect  on  the  cost  of  borrowing  in  that  investors  generally  will  accept 
a  lower  interest  rate  for  bonds  issued  by  a  higher-rated  coraraunity.  The 
ratings  range  from  Aaa  (AAA)  to  C.     The  highest  four  rating  categories 
(Aaa,  Aa,  A,  and  Baa  by  Moody's  Investors  Service,  or  AAA,  AA,  A,  and 
BBB  by  Standard  and  Poors)  are  considered  "investment  grade."  Institu- 
tional investors,  such  as  banks  and  fiduciaries,  are  often  legally 
prohibited  from  purchasing  bonds  that  do  not  have  an  investment  grade 
rating.     The  two  major  rating  agencies  are  Moody's  Investors  Service  and 
Standard  and  Poors  Corporation.     In  all  but  very  small  issues,  securing 
bond  rating  is  in  most  cases  well  worth  the  cost.     (Please  refer  to 
pages  11-6  -  11-8  for  information  on  the  criteria  used  in  establishing 
bond  ratings  for  municipalities.) 

Deciding  on  the  Use  of  Credit  Enhancements 

The  most  widely  used  way  to  enhance  credit  for  long-term  debt  issues 
is  municipal  bond  insurance.     Of  the  several  groups  offering  this  type 
of  insurance,  some  are  rated  Aaa  by  both  Moody's  and  Standard  &  Poors. 
Others  only  carry  the  highest  rating  of  Standard  and  Poors.     Most  bond 
insurers  offer  a  variety  of  procurement  options:     direct  purchase  by  the 
issuer,  direct  purchase  by  the  underwriter  and  optional  purchase  by  the 
underwriter,  etc.     The  insurance  premium  is  usually  expressed  as  a  per- 
centage of  total  principal  and  interest  and  is  payable  at  the  time  of 
closing. 

When  deciding  whether  or  not  to  offer  bonds  on  an  insured  basis,  the 
present  value  of  the  premium  should  be  weighed  against  the  anticipated 
real  interest  savings.     Generally,  insurance  is  not  particularly  cost- 
effective  for  short-term  loans  or  those  issued  by  highly  rated  (Aaa  or 
Aa)  communities.     If  the  insurance  option  is  being  considered,  the 
prospective  insurers  should  be  provided  with  complete  data  at  least 
three  weeks  prior  to  the  date  of  sale  so  that  their  review  process 
(which  takes  up  to  two  weeks)  can  be  completed  and  their  decision  known 
in  time  to  benefit  the  rates  bid.     Other  credit  enhancements,  such  as 
bank  letters  of  credit,  can  be  used  effectively  in  certain  circumstances 
for  particular  financings  and  purposes  (liquidity). 

Alternatives  to  Competitive  Bidding 

The  vast  majority  of  municipal  bond  and  note  issues  are  sold  on  a 
competitive  bid  basis,  but  in  Massachusetts  this  is  not  a  requirement  of 
law.     However,  the  alternatives  to  competitive  bidding — private  place- 
ment and  negotiated  public  sale — should  only  be  considered  in  excep- 
tional cases  and  for  clearly  defined  reasons.     In  a  private  placement, 
the  securities  are  sold  directly  to  a  single  investor  or  a  few  (less 
than  five)  sophisticated  investors. 

The  major  advantage  of  a  private  placement  is  that  it  significantly 
reduces  the  direct  cost  of  issuance  by  shifting  the  primary  burden  of 
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disclosure  and  rating  procurement  from  the  issuer  to  the  investor;  how- 
ever, such  costs  are  paid  by  the  issuer  in  the  form  of  a  higher  interest 
rate  placed  on  the  bonds.     Private  placement  can  be  an  effective  alter- 
native to  competitive  bidding  for  the  smaller  issues  of  medium-grade 
communities  with  strong  local  banking  relationships.     The  negotiated 
public  sale  is  most  often  reserved  for  the  larger  or  more  complex  issues 
of  weaker  credits — issues  that  might  reasonably  anticipate  only  one 
"competitive"  bid  or  that  require  extraordinary  presale  solicitation  on 
the  part  of  the  underwriters. 

Criteria  to  be  Met  Before  Proceeding  With  the  Sale 

Before  proceeding  with  the  sale  of  the  notes  or  bonds,  the  following 
should  have  occurred: 

•  The  legal  requirements  for  all  loans  to  be  issued  have  been 
satisfied  to  the  point  of  sale,  and  the  community's  bond  counsel 
has  provided  a  written  opinion  to  this  effect. 

•  The  community  has  selected:     (1)  a  financial  advisor,  and  (2)  a 
bank  to  act  as  registrar,  transfer  agent,  and  paying  agent  for 
this  transaction.     (In  most  instances,  a  single  financial 
institution  will  perform  both  of  these  roles,  often  under  the 
umbrella  title  of  "fiscal  agent.") 

•  Contracts  have  been  bid  and  grant  awards  made  or  other  definitive 
information  is  available  so  that  the  amount  which  will  need  to  be 
borrowed  for  the  entire  project  is  known. 

Once  these  conditions  have  been  met,  and  the  pertinent  decisions  about 
the  manner  in  which  the  loan  is  to  be  structured  have  been  made,  the 
sale  of  the  bonds  can  proceed. 

The  Offering  Documents 

The  two  primary  documents  for  the  competitively  bid  public  sale  of 
long-term  debt  are  the  Notice  of  Sale  and  the  Official  Statement.  The 
Notice  of  Sale  sets  forth  the  structure  of  the  loan,  bidding  restric- 
tions, method  of  award,  the  anticipated  time  and  place  of  delivery,  and 
the  method  of  payment.     It  is  a  precise  legal  document.     The  Official 
Statement  provides  more  general  information  on  the  bonds  being  offered 
and,  more  importantly,  tells  the  potential  investor  all  the  information 
that  he/she  reasonably  needs  to  know  in  order  to  make  his/her  investment 
decision.     The  Official  Statement  is  usually  prepared  by,  or  with  the 
assistance  of,  the  financial  advisor  (or  the  "fiscal  agent"  or  bank  act- 
ing in  the  capacity  of  financial  advisor)  from  audits,  financial  state- 
ments, and  other  public  records  and  reports  provided  by  the  issuer,  as 
well  as  from  other  governmental  sources  and  from  interviews  with  key 
municipal  officials.     Although  a  financial  advisor  may  play  a  major  role 
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in  preparing  the  Official  Statement,  it  must  be  kept  in  mind  that  the 
issuer  is  responsible  for  the  adequacy  and  accuracy  of  the  information 
provided.     Federal  securities  laws  impose  significant  penalties  if 
materially  false  or  misleading  information  is  provided  or  if  any 
material  information  is  not  disclosed. 

The  Municipal  Securities  Rulemaking  Board,  an  adjunct  of  the  Federal 
Securities  and  Exchange  Commission,  requires  every  registered  municipal 
securities  dealer  to  disseminate  the  information  contained  in  the 
Official  Statement  to  its  customers.     The  standard  industry  guidelines 
as  to  the  content  and  format  of  the  Official  Statement  are  promulgated 
by  the  Government  Finance  Officers  Association  (GFOA).     The  "typical" 
Official  Statement  is  approximately  30-40  pages  in  length,  with  the 
community's  most  recent  audit  attached  as  an  appendix.     Depending  upon 
the  completeness  and  current  status  of  the  community's  records  and  the 
diligence  with  which  its  preparation  is  pursued,  the  Official  Statement 
can  be  expected  to  take  from  four  to  12  weeks  to  generate. 

Advertising  the  Sale 

The  most  common  methods  of  advertising  the  sale  of  municipal  bonds 
are  the  publication  of  the  Notice  of  Sale  (either  in  complete  or  summary 
form)  for  issues  of  $1,000,000  or  more,  and  in  all  cases  mailing  the 
Official  Statement,  both  of  which  should  occur  approximately  two  weeks 
(no  later  than  ten  days)  prior  to  the  date  of  sale.     The  proper  place  of 
publication  is  The  Daily  Bond  Buyer,   the  municipal  bond  industry's 
primary  newspaper  and  information  source.     The  Official  Statement  is 
usually  mailed  to  potential  underwriters  and  investors  throughout  the 
region  or  nation  (depending  on  the  issue  size)  from  a  list  provided  by 
the  financial  advisor  (fiscal  agent).     Other  methods  of  advertising 
utilized  for  extraordinary  or  particularly  complex  financing  include 
electronic  wire  (Munifacts)  and  information  meetings  with  bond  analysts 
and  potential  underwriters. 

The  Sale 

The  sale  usually  consists  of  the  opening  of  sealed  bids  at  the  office 
of  the  fiscal  agent.     The  bidder  offering  the  most  favorable  interest 
rates  (the  apparent  low  bidder)  should  be  notified  immediately,  and 
formal  award  made  within  24  hours.     Although  the  issuer  usually  reserves 
the  right  to  reject  any  or  all  bids,  this  should  only  be  considered  in 
unusual  or  extraordinary  circumstances,  otherwise,  the  number  and 
quality  of  bids  received  for  future  sales  are  likely  to  be  adversely 
affected.     If  the  market  goes  dramatically  against  the  issuer  between 
the  dates  of  advertising  and  sale,  it  is  often  more  prudent  to  delay  or 
cancel  the  sale  rather  than  to  reject  bids. 
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Post-Sale  Activities 


Immediately  following  the  sale,  the  fiscal  agent  provides  detail  of 
the  bids  received  and  debt  service  schedules,  for  assistance  in  voting 
the  formal  award.     (The  actual  form  of  the  award  will  have  been  previ- 
ously provided  by  bond  counsel.)     Next,  the  fiscal  agent  will  notify  the 
bond  printer  of  the  rates  received  so  that  final  proofs  can  be  generated 
and  bonds  printed.     In  the  approximately  ten  days  it  takes  to  print  the 
bond  certificates,  the  fiscal  agent  will  procure  a  list  of  registered 
holders  from  the  purchaser  and  arrange  with  the  bank's  registration  area 
for  the  entering  of  this  information  on  the  certificates,  when  they 
become  available  from  the  printer,  and  into  the  computer  system  that 
will  track  the  registered  owners  over  the  life  of  the  loan.     Also  during 
this  period,   the  fiscal  agent  will  arrange  with  the  purchaser  for 
delivery  and  payment.     (An  increasing  number  of  purchasers  now  opt  for 
delivery  at  Depository  Trust  Company  (DTC)  in  New  York  City.     DTC  is  a 
cooperative  clearinghouse  for  all  major  municipal  securities  dealers  and 
underwri  ters . ) 

Bond  counsel  will  provide  the  final  papers  for  the  loan,  with  the 
fiscal  agent  arranging  for  execution  of  these  papers  and  for  the  signing 
of  the  bonds  in  the  municipality's  offices,  or  in  Boston,  or  at  the 
Signature  Company  in  New  York  City.     Delivery  usually  occurs  from  three 
to  four  weeks  after  the  bid  opening  date. 

Role  of  Treasurer  in  Handling  Payments 

The  payment  from  the  purchaser  is  credited  to  the  municipality's 
account  immediately.     The  city  or  town  should  receive  a  statement  show- 
ing the  breakdown  between  principal,  premium,  and  accrued  interest.  A 
schedule  of  principal  and  interest  payments  describing  the  date  and  the 
amount  of  funds  due  is  also  sent.     Interest  is  generally  due  semi- 
annually; principal  is  paid  annually  in  equal  or  declining  payments. 

The  treasurer  must  keep  records  of  all  debt,  containing  the  following 
information: 

•  Loan  description 

•  Name  of  bank 

•  Dates  (date  of  issue;  date  loan  matures) 

•  Annual  interest  with  due  dates 

•  Annual  amortization  and  due  date 

•  Loan  balances 
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Treasurers  must  determine  amounts  of  interest  and  maturity  debt  to  be 
included  in  the  annual  budget,  and  so  notify  the  accountant,  finance 
committee,  and  selectmen  (41:59). 

The  city  auditor,  town  accountant,  or  treasurer  must  notify  the 
assessors  of  the  amount  of  debt  and  interest  to  be  raised  in  the  tax 
rate.     If  there  is  no  town  accountant,  the  responsibility  is  the 
treasurer's  (44:16). 

The  treasurer  should  reconcile  these  accounts  as  often  as  bank  state- 
ments are  received.     As  coupons  and  bonds  mature  and  are  collected,  the 
bank  cancels  them  and  returns  them  to  the  treasurer  to  be  included  as 
part  of  his/her  records.     The  treasurer  should  make  arrangements  with 
the  paying  agent  in  advance  of  the  sale  as  to  the  disposition  of  unpaid 
funds  for  bonds  and  coupons  that  remain  uncollected  for  a  prolonged 
period.     If  a  balance  remains  after  the  completion  of  the  project  for 
which  the  loan  was  authorized,  it  may  be  appropriated  for  any  purpose 
for  which  the  town  could  borrow  for  the  same  or  longer  term  (44:20). 

QUALIFIED  BONDS 

"Qualified  bonds"  may  be  issued  for  any  legal  borrowing  purpose  au- 
thorized by  a  vote  of  the  entity's  appropriation  authority  (44A).  The 
procedure  for  issuing  a  qualified  bond  is  as  follows: 

1.  The  treasurer  of  the  city,  town,  or  regional  school  district 
files  an  application  with  the  Emergency  Finance  Board  (EFB), 
accompanied  by  a  copy  of  the  original  vote  authorizing  the 
indebtedness  and  a  copy  of  the  vote  of  the  appropriate  executive 
board  granting  the  treasurer  authority  to  file  the  application. 

2.  The  EFB  undertakes  the  prescribed  investigation. 

3.  If  the  findings  of  the  investigation  satisfactorily  demonstrate 
the  entity's  entitlement  for  a  qualified  bond  issue,  the  Board 
will  adopt  a  resolution  authorizing  issuance  (within  60  days  of 
submission  of  the  application). 

4.  The  Board  may  require  in  writing  certain  future  debt  restrictions 
or  other  limitations  that  it  deems  necessary  as  a  result  of 
findings  of  the  investigation.     These  requirements  are  binding 
upon  the  political  entity  but  may  be  released  in  the  future. 

5.  Qualified  bonds  are  then  issued  by  the  city,  town,  or  school 
district  for  a  period  of  not  less  than  ten  nor  more  than  30 
years.     The  debt  securities  must  contain  language  on  their  face 
that  they  are  issued  pursuant  to  the  Qualified  Bond  Act  (44A). 

6.  Within  ten  days  after  the  date  of  issue,  the  treasurer  must 
certify  to  the  state  treasurer  the  following: 
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•  the  maturity  schedule  of  the  debt  Issue 

•  the  interest  rate  or  rates 

•  the  debt  service  payment  schedule 

7,     The  state  treasurer  or  his  appointed  agent  becomes  the  paying 

agent  for  the  full  debt  service  on  the  qualified  bonds.     All  such 
payment  will  automatically  be  withheld  from  the  local  units  dis- 
tributable state  aid. 

As  part  of  the  Proposition  2  1/2  change  law,  a  new  section  (Chapter 
44A,  section  19A)  was  added  to  the  General  Laws  to  provide  a  mechanism 
to  assist  a  city,  town,  regional  school  district,  or  other  special  pur- 
pose district  to  avoid  defaulting  on  any  debt  service  obligation.  This 
section  relates  to  bonds  which  have  already  been  issued,  for  which  the 
municipality  cannot  meet  its  debt  service  obligations.     The  Commonwealth 
pays  the  debt  service  up  to  the  amount  of  the  city  or  town's  Cherry 
Sheet  entitlement,  and  deducts  payments  from  the  distribution. 

(Please  refer  to  ICR  82-02  on  pages  9-63  -  9-71  for  more  information 
about  qualified  bonds.) 

EMERGENCY  FINANCE  BOARD 

The  Emergency  Finance  Board  was  created  to  bolster  the  financial  con- 
dition of  the  cities  and  towns  of  Massachusetts,  and  has  continued  to 
regulate  and  oversee  the  issuance  of  certain  debt  authorized  by  statute. 
The  Board  is  composed  of  five  members,  three  of  whom  (the  director  of 
accounts,  the  state  treasurer,  and  the  state  auditor)  are  ex  officio 
members.     The  governor  appoints  the  other  two  members  and  designates  the 
chairman  (10:47). 

Many  statutes  related  to  the  issuance  of  debt,  mostly  contained  in 
44:8,  require  prior  approval  of  the  Board  before  a  city,  town,  or  dis- 
trict can  issue  debt.     The  sections  of  law  requiring  approval  are  as 
follows : 

1.  A  city  may  not  authorize  indebtedness  subject  to  the  debt  limit 
in  excess  of  2  1/2  percent  of  its  equalized  valuation,  and  a  town 
in  excess  of  five  percent,  unless  authorized  by  the  Emergency 
Finance  Board.  [44:10] 

2.  Remodeling,  reconstructing,  and  making  extraordinary  repairs  to 
public  buildings.  [44:7(3(a))] 

3.  Remodeling,  reconstructing,  or  making  extraordinary  repairs  to 
reservoirs  and  filter  beds.  [44:8(4(a))] 
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4.  Establishing,  purchasing,  extending,  or  enlarging  a  gas  or  elec- 
tric plant,  or  a  community  antenna  television  system — EFB  may 
authorize  indebtedness  in  excess  of  five  percent  but  not  more 
than  ten  percent  of  the  equalized  valuation  of  such  town.  The 
EFB  can  authorize  debt  in  a  city  of  more  than  2  1/2%  but  less 
than  5%  of  the  equalized  valuation  for  this  purpose.  [44:8(8)] 

5.  Construction  of  sewers,  sewerage  systems,  and  treatment  plants 
and  disposal  facilities,  or  for  the  lump  sura  payment  of  a  tie-in 
to  such  services  in  a  city  or  town.  [44:8(15)] 

6.  Construction  of  a  regional  incinerator  for  the  purpose  of 
disposing  of  solid  waste,  refuse,  and  garbage  by  two  or  more 
communities,  but  the  indebtedness  so  incurred  shall  not  exceed 
three  percent  of  the  last  equalized  valuation  of  the  city  or 
town.  [44:8(18)] 

7.  For  the  purpose  of  implementing  a  project  financed  in  whole  or  in 
part  by  the  Farmers  Home  Administration  for  a  portion  so  financed 
up  to  40  years.  [44:8(20)] 

8.  For  approval  of  contracts  or  agreements  between  municipalities 
and  companies  for  disposal  of  garbage  refuse  and  offal  by  incin- 
eration; for  sewerage  facilities;  for  water  supply  treatment  and 
distribution  facilities  or  for  supply  of  water.  [40:4] 

9.  For  the  use  of  money  in  a  stabilization  fund  for  purposes  other 
than  those  for  which  a  community  may  borrow  under  sections  7  and 
8  of  Chapter  44.     [40: 5B] 

10.  For  incurring  debt  by  a  regional  school  district.     [71: 16(d)] 

11.  For  approval  of  useful  public  works  projects  that  are  receiving 
federal  assistance.     [Chapter  74  of  the  Acts  of  1945] 

12.  For  debt  issues  for  an  "approved  school  project"  with  assistance 
from  the  Department  of  Education  (School  Building  Assistance 
Bureau)  if  the  amount  of  the  debt  exceeds  the  amount  of  the  state 
grant.     [Chapter  645,  section  8,  of  the  Acts  of  1948,  as  amended] 

Communities  must  request  the  approval  of  the  Emergency  Finance  Board 
in  writing  (see  sample  letter  on  page  9-73).     The  request  must  be  accom- 
panied by  a  certified  copy  of  the  article(s)  and  vote  of  the  town,  city 
council,  of  district  and  a  breakdown  of  the  proposed  work  with  the 
estimated  cost  of  each  phase.     Copies  of  applicable  state  or  federal 
grants  must  be  sent  in.     An  Environmental  Assessment  Form,  signed  by 
the  responsible  official,  is  also  required.     For  certain  borrowings 
(44: 7(3 [a] ) ) ,  a  Longevity  Statement  is  required.     All  of  the  above  must 
be  forwarded  to: 
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Emergency  Finance  Board 
Room  227,  State  House 
Boston,  MA  02133 

When  all  of  the  required  information  is  received  by  the  EFB,  a  hearing 
date  will  be  scheduled. 


EMERGENCY  BOARD 

The  Emergency  Board  (44:8(9))  approves  emergency  appropriations  which 
a  community  may  fund  with  the  issuance  of  debt.     As  the  name  indicates, 
this  board  considers  situations  of  an  emergency  nature  where  a  community 
has  no  other  option  but  to  request  authorization  to  borrow  funds  for  the 
emergency.     (Requests  must  be  authorized  by  a  2/3  vote  of  the  legisla- 
tive body  of  the  community  seeking  Emergency  Board  approval.) 

The  terra  "emergency"  is  defined  as  a  "sudden,  unavoidable  event  or 
series  of  events  which  could  not  reasonably  have  been  foreseen  or 
anticipated  at  the  time  of  submission  of  the  annual  budget  for  approval. 
Emergency  shall  not  be  deemed  to  include  the  funding  of  collective 
bargaining  agreements  or  such  items  as  were  previously  disapproved  by 
the  appropriating  authority  for  the  fiscal  year  in  which  such  borrowing 
is  sought."     (Please  refer  to  IGR  82-03  on  pages  9-75  -  9-76.) 

The  Board  consists  of  the  director  of  the  Bureau  of  Accounts,  the 
attorney  general,  and  the  state  treasurer. 

All  requests  for  Board  approval  of  emergency  loans  must  be  made  in 
writing  by  vote  of  the  city  councillors  or  selectmen.     Each  request 
shall  set  forth  in  detail  on  forms  prescribed  by  the  Board: 

•  the  amount  and  terra  of  the  proposed  loan; 

•  a  detailed  description  of  the  emergency  nature  of  each  portion  of 
the  loan; 

•  all  documents  supporting  the  need  for  the  loan; 

•  written  approval  of  the  trustees  of  any  county  institution  and  any 
special  board  or  commission  in  charge  of  any  county  reservation 
connected  with  the  loan. 

No  request  for  approval  of  an  emergency  loan  will  be  considered  by 
the  Board  unless  it  is  filed  within  20  days  of  the  ti  me  the  need  for  the 
loan  became  apparent. 
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ADDENDUM 


Arbi  trage 

The  most  coramon  definition  of  arbitrage  as  found  in  many  textbooks 
states  that:     "Arbitrage  is  a  technique  employed  to  take  advantage  of 
price  differences  in  separate  markets.     This  is  accomplished  by  purchas- 
ing in  one  market  for  immediate  sale  in  another  at  a  better  price." 

This  principle  affects  municipal  finance  because  the  interest  paid  on 
borrowing  of  a  governmental  unit  is  generally  free  from  inclusion  in  the 
income  of  the  lender  for  federal  income  tax  purposes.     As  a  result,  gov- 
ernments pay  a  lower  than  normal  market  rate  of  interest.     Because  of 
this,  Congress  has  enacted  a  statute,  and  the  Internal  Revenue  Service 
(IRS)  has  established  regulations  under  that  statute  that  limit  the 
amount  of  interest  that  a  government  can  earn  on  invested  proceeds  of 
its  tax-free  borrowings  except  during  certain  prescribed  temporary 
periods . 

These  arbitrage  regulations  have  placed  a  number  of  severe  restric- 
tions on  municipal  finance  practices.  Penalties  for  failure  to  adhere 
can  be  detrimental  to  both  the  Investor  and  the  governmental  unit.  The 
investor  may  be  required  to  pay  income  taxes  on  this  lower  than  market 
rate  investment  if  the  obligations  are  found  to  be  "arbitrage"  obliga- 
tions . 

These  regulations  are  extremely  complex  and  contain  investment  re- 
strictions regarding  certain  proceeds  obtained  through  the  issuance  of 
tax  exempt  obligations  including  bonds,  notes,  and  other  certificates  of 
indebtedness.     Generally,  under  existing  laws,  an  obligation  is  covered 
if  it  is  part  of  an  issue  "all  or  a  major  portion  of  the  proceeds  of 
which  are  reasonably  expected  to  be  used  directly  or  indirectly"  to 
acquire  taxable  obligations  "which  may  be  reasonably  expected  at  the 
time  of  issuance"  to  produce  "a  yield  over  the  term  of  the  issue"  which 
is  "materially  higher"  than  the  yield  on  the  state  or  local  government 
issue  beyond  "a  temporary  period." 

As  can  be  seen  from  the  above  general  description,  there  are  a  number 
of  factors  which  enter  into  the  determination  of  arbitrage.     Since  this 
Is  a  complex  issue,  a  local  government  should  seek  the  advice  of  bond 
counsel  or  a  tax  advisor  when  in  doubt. 
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TAX  REFORM  ACT  OF  1986 

SUMMARY  OF  MAJOR  PROVISIONS  AFFECTING  LOCAL  GOVERNMENTS 


The  following  summary  is  intended  to  describe  the  general  terms  and 
provisions  of  the  Tax  Reform  Act  which  will  affect  the  issuance  of  debt 
by  local  governments  in  Massachusetts.     These  provisions  introduce  a 
number  of  new  requirements  and  complexities  in  the  process  of  issuing 
municipal  notes  and  bonds,  and  will  require  local  officials  to  exercise 
additional  care  to  avoid  both  taxability  of  their  bonds  and  rebate 
requirements . 

1.  The  Act  applies  to  all  tax  exempt  debt  whether  issued  in  the  form  of 
bonds  or  notes  (including  serial  notes,  tax  and  revenue  anticipation 
notes,  bond  anticipation  notes,  or  grant  anticipation  notes). 

2.  Effective  date — will  apply  to  bonds  issued  after  August  31,  1986. 

3.  The  Act  effectively  divides  tax  exempt  obligations  into  two  basic 
categories — "private  activity  bonds"  and  "governmental  use  bonds." 
Government  use  bonds  are  equivalent  to  general  obligation  bonds, 
which  are  normally  issued  for  schools  or  other  public  buildings, 
highways,  etc.     Private  activity  bonds  are  closely  akin  to  indus- 
trial development  bonds  and  are  subject  to  stringent  restrictions. 
In  general,  a  bond  will  be  considered  a  private  activity  bond  if: 
a)  more  than  ten  percent  of  the  bond  proceeds  are  used  directly  or 
indirectly  by  a  person  other  than  a  government  unit,  and  b)  more 
than  ten  percent  of  the  principal  or  interest  on  the  bonds  is 
directly  or  indirectly  derived  from  a  nongovernmental  person  or 
secured  by  payment  from  property  used  by  a  nongovernmental  person. 

Private  activity  bonds  cannot  be  tax  exempt  unless  they  qualify  for 
specific  exemptions  provided  in  the  Act  (government-owned  airport 
and  dock  and  wharf  facilities,  sewage  and  solid  waste  disposal 
f acili  ties ) . 

4.  Governmental  use  bonds  will  continue  to  be  tax  exempt,  but  the  Act 
imposes  significant,  and  in  some  cases  burdensome,  restrictions  and 
requirements  on  governmental  use  bonds. 

5.  Arbitrage  rule  changes  will  have  the  greatest  effect  on  traditional 
issuers  of  governmental  use  bonds  and  makes  it  clear  that  the  first 
time  subsequent  intentional  actions  give  rise  to  arbitrage,   they  can 
render  bonds  taxable  from  the  date  of  issue. 

The  Act  retains  the  existing  rules  on  temporary  periods  related  to 
arbitrage  and  contains  certain  exceptions: 

a.     No  rebate  is  required  with  respect  to  governmental  use  bonds  if 
95%  or  more  of  the  net  proceeds  are  to  be  used  for  governmental 
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activities  and  that  the  governmental  unit  does  not,  during  the 
calendar  year  of  issue,  reasonably  expect  to  issue  or  at  any 
time  have  outstanding  more  than  $5,000,000  in  governmental  use 
bonds . 

b.  If  all  the  gross  proceeds  of  an  issue  are  spent  for  the  govern- 
mental purpose  of  the  issue  within  six  months,  no  rebate  is 
required. 

c.  For  tax  and  revenue  anticipation  notes  if,  during  the  six-month 
period  after  issuance  (or  less),  the  cumulative  cash  flow  defi- 
cit of  an  issuer  of  notes  has  exceeded  90%  of  the  issue  size, 
all  net  proceeds  and  earnings  of  the  issue  will  be  deemed  to 
have  been  spent. 

Rebate  payments  are  required  at  five-year  intervals  during  the 
life  of  the  bonds  and/or  within  60  days  after  the  bond  issue  is 
paid  or  redeemed.     Failure  to  comply  with  the  rebate  requirement 
could  result  in  the  loss  of  tax  exemption  for  the  bond  from  the 
date  of  issuance. 

Financial  institutions  are  now  denied  100%  of  their  interest  deduc- 
tions allocable  to  the  cost  of  carrying  tax  exempt  bonds,  which  will 
decrease  the  demand  for  the  type  of  debt.     For  small  issuers,  how- 
ever, there  is  an  exception  which  allows  financial  institutions 
deductabi li ty  for  certain  "qualified  tax  exempt  obligations"  which 
are  categorized  as  those  that  are  issued  by  an  issuer  who  reasonably 
expects  to  issue  not  more  than  $10,000,000  of  tax  exempt  bonds 
during  a  calendar  year. 
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INSIDE  DEBT  LIMIT 


Statutory  Maximum 
Authority   Purpose   Term 

44:7(1)  For  the  construction  and  reconstruction  of  30  yrs. 

surface  drains,  sewers,  sewerage  and  sewage 
treatment  and  disposal  facilities. 

44:7(la)  Lining  sewers  by  cement  or  metal.  10  yrs. 

44:7(2)  Acquisition  of  land  for  public  parks,  30  yrs. 

playgrounds,  or  public  domain.  (Indebtedness 
incurred  for  public  domain  may  not  exceed 
1/2  of  1%  of  the  equalized  valuation  of  the 
ci ty  or  town. ) 


44:7(2A) 

44:7(2B) 
44:7(3) 


Construction  of  an  artificial  ice  skating 
rink. 


15  yrs, 


44:7(3A) 


44:7(3B) 

44:7(4) 

44:7(4A) 

44:7(4B) 


Construction  of  an  outdoor  swimming  pool.  15  yrs. 

Acquisition  of  land  for  any  purpose  for  which  20  yrs. 

a  municipality  is  authorized  to  acquire  land 

not  otherwise  specifically  provided  for;  for 

the  construction  of  buildings  or  for  additions 

to  existing  buildings  where  such  additions 

increase  floor  space,  including  original 

equipment  and  furnishings. 

Remodeling,  reconstructing,  or  making  extra-  10  yrs. 

ordinary  repairs  to  public  buildings. 
(Approval  of  Emergency  Finance  Board 
required . ) 

Energy  conservation  and  alternative  energy  10  yrs. 

improvements  to  public  buildings. 

Construction  or  reconstruction  of  bridges  20  yrs, 

of  stone,  concrete,  or  iron  superstructure. 

Construction  of  incinerators  and  refuse  20  yrs. 

transfer  facilities  within  the  city  or  town 
for  disposal  of  waste,  refuse,  and  garbage. 

Remodeling,  reconstructing,  or  making  extra-  10  yrs. 

ordinary  repairs  to  incinerators  owned  by  the 


• 
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44:7(5) 


44:7(6) 

44:7(8) 
44:7(9) 

44: 7(10) 

44:7(11) 
44:7(14) 


44:7(16) 
44:7(17) 


city,   tovm,  or  district  used  for  disposal  of 
waste,  refuse,  and  garbage.     (Approval  of 
amount  and  raaxiraum  terra  by  Emergency  Finance 
Board  and  approval  of  plans  by  the  Depart- 
ment of  Environmental  Quality  Engineering 
required. ) 

Original  construction,  extension  or  10  yrs 

widening  of  public  ways,  including  land 

damages,  cost  of  pavement,  and  sidewalks 

laid  at  the  same  time;  construction  of 

specified  types  of  permanent  pavement; 

construction,  surfacing,  or  resurfacing 

off-street  parking  areas. 

Macadam  pavement  or  other  road  material,  5  yrs 

resurfacing  off-street  parking  areas  with 
such  pavement,  or  construction  of  sidewalks. 

Construction  of  walls  or  dikes  to  protect  10  yrs 
highways  or  property. 

Purchase  of  land  for  cemetery  purposes.  10  yrs 

Additional  departmental  equipment.  5  yrs 

Remodeling,  rehabilitation  of  fire-fighting  5  yrs 

apparatus  and  heavy  equipment. 

Connecting  dwellings  and  buildings  to  5  yrs 

sewers  where  whole  or  part  of  cost  is 
assessed  on  abutters. 

Paying  final  judgments  after  the  tax  rate  1  yr. 

has  been  fixed  for  the  current  fiscal  year. 

Traffic  signal  or  public  lighting  installs-  10  yrs 

tions,  fire  alarm,  and  police  communication 
installations,  and  extending  and  improving 
such  installations. 

Fire  insurance  premiums  covering  five-year  4  yrs 

period. 

For  improvements  (of  tidal  and  nontidal  10  yrs 

rivers  and  streams,  harbors,  tide  waters, 

foreshores,  and  shore  along  a  public  beach 

within  its  jurisdiction  under  91:29),  and 

for  construction  or  reconstruction  of 

public  wharves. 
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44:7(18) 
44:7(19) 


44:7(20) 


44:7(21) 


44:7(22) 


44:7(23) 


44:7(24) 


44:7(25) 


44:7(26) 


For  expert  appraisal  of  taxable  property  or 
for  preparation  of  assessor's  maps. 

For  payments  under  contracts  with  the 
Commonwealth  under  40: 4D,  but  only  for 
such  purposes  as  a  city  or  town  may  borrow 
under  44:7. 

Developing  land  for  burial  purposes  and 
constructing  paths  and  avenues  and 
embellishing  grounds  in  a  cemetery  owned 
by  the  city  or  town. 

Architectural  services  for  plans  and 
specifications  for  any  proposed  building 
for  which  a  town,  district,  or  city  may 
borrow  or  for  additions  to  buildings  which 
increase  the  floor  space  thereof,  if  author- 
ized separately  from  other  debt  relating  to 
said  buildings  or  additions  provided  the 
city,  town,  or  district  owns  site  for 
proposed  building  or  addition  at  the  time 
the  loan  is  authorized. 

Engineering  or  architectural  services  for 
plans  for  any  project  not  defined  in  clause 
(21)  for  which  city  or  town  is  authorized  to 
borrow,  if  authorized  separately  from  other 
debt  relating  to  the  project. 

For  the  construction  of  municipal  tennis 
courts,  including  platform  tennis  courts  and 
the  acquisition  of  land  and  construction  of 
buildings  thereon,  including  the  original 
equipment  and  furnishing  of  said  buildings. 

Closing  out  a  landfill  area  or  opening  a  new 
landfill  area  or  making  improvements  to  an 
existing  landfill  area.     (Approval  of  plans 
by  Department  of  Environmental  Quality 
Engineering  required.) 

For  construction  and  reconstruction  of 
municipal  outdoor  recreational  and  athletic 
facilities  including  land  acquisition. 

For  energy  audits  as  defined  in  25A:3  if 
authorized  separately  from  debt  for  energy 
conservation  or  alternative  energy  projects. 


2  yrs. 


subject  to 
applicable 
limi  ts 
under  s.7 


5  yrs. 


5  yrs. 


5  yrs. 


15  yrs 


15  yrs. 


1 5  yrs . 


5  yrs . 


44:7(27) 


For  the  undertaking  of  projects  for  the 


not 
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preservation  and  restoration  of  publicly- 
owned  freshwater  lakes  and  great  ponds  in 
accordance  with  the  provisions  of  21:37A. 


44:7(28)  For  the  development,  design,  purchase,  and 

installation  of  computer  hardware,  other 
data  processing  equipment,  and  computer- 
assisted  integrated  financial  management 
and  accounting  systems. 

44:7(29)  For  the  development,  design,  purchase  of 

computer  software  incident  to  the  purchase, 
installation,  and  operation  of  computer  hard- 
ware and  other  data  processing  equipment  and 
computer-assisted  Integrated  financial 
management  and  accounting  systems. 

44:7(30)  For  the  installation,  repair,  or  replacement 

of  exposed  structural  or  miscellaneous  steel 
which  has  been  treated  with  the  hot-dip 
galvanizing  process. 

Ch.487  of  the  Construction  of  off-street  parking  facilities 
Acts  of   1980        predominantly  commercial  areas. 
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OUTSIDE  DEBT  LIMIT 


Statutory 
Authority 

44:8(1) 


Purpose 


For  temporary  loans  under  sections  4,  6,  6A, 
and  17A. 


Maximum 
Term 

as  provided 
in  relevant 
sections 


44:8(2) 
44:8(3) 


44:8(3A) 


44:8(4) 


44:8(4A) 


44:8(5) 


Providing  and  distributing  food  and  shelter  2  yrs. 

during  emergencies. 

Establishing  or  purchasing  a  water  system,  30  yrs. 

taking  or  purchasing  water  sources,  water 
rights,  or  land  for  the  protection  of  water 
system.* 

Conducting  groundwater  inventory  and  10  yrs. 

analysis  in  connection  with  development  of 
new  or  additional  water  supply  sources. 

Construction  or  enlarging  reservoirs,  con-  30  yrs. 

structing  filter  beds,  standpipes,  buildings 
for  pumping  stations,  including  original 
pumping  station  equipment,  buildings  for 
water  treatment,  including  original  equip- 
ment therefor,  and  the  acquisition  of  land 
of  any  interest  in  land  necessary  in  connec- 
tion with  any  of  the  foregoing.* 

Remodeling,  reconstructing,  or  making  extra-  30  yrs. 

ordinary  repairs  to  reservoirs  and  filter 
beds .* 

Laying  and  relaying  water  mains  of  not  less  40  yrs. 

than  6  Inches  but  less  than  16  inches  in 
diameter;  for  lining  such  mains  with  linings 
of  not  less  than  1/16  of  an  inch,  and  for 
the  development  of  additional  well  fields, 
for  wells,  and  for  pumping  station  equip- 
ment.* 


44:8(6)  Constructing,  reconstructing,  laying,  and  40  yrs. 

relaying  aquaducts  and  water  mains  larger 
than  16  inches  in  diameter;  lining  such 
mains  with  linings  of  not  less  than  1/16  of 
an  inch.* 
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44:8(7) 


Extension  of  water  mains.* 


40  yrs. 


44:8(7A)  Purchase  and  installation  of  water  meters.*  10  yrs. 

44:8(7B)  For  payment  of  the  town's  share  of  cost  to  20  yrs. 

increase  storage  capacity  of  any  reservoir, 
including  land  acquisition,  constructed  by 
water  resources  commission  for  flood  pre- 
vention or  water  resources  utilization.* 


*Debts  under  clauses  (.3),  (4),  (4A),  (5),  (6),  (7),  (7A),  and  (7B)  ("Water 
debt")  may  not  exceed  in  the  aggregate  10%  of  the  equalized  valuation. 


44:8(7C) 
44:3(8) 


44:8(8A) 


44:8(9) 
44:8(10) 


44:8(12) 


Purchase,  replacement,  or  rehabilitation  of  10  yrs. 

water  department  equipment. 

Establishing,  purchasing,  extending,  or  en-  20  yrs. 

larging  gas  or  electric  plant  or  a  community 

antenna  television  station.     (May  not  exceed 

5%  in  a  town  or  2-1/2%  in  a  city  or  the 

equalized  valuation;  but  with  approval  of 

the  Emergency  Finance  Board  loans  in  excess 

of  2-1/2%,  but  not  in  excess  of  5%  in  cities 

of  such  equalized  valuation  may  be  authorized. 

For  remodeling,  reconstructing,  or  making  10  yrs. 

extraordinary  repairs  to  a  gas  or  electric 
lighting  plant,  or  a  community  antenna  tele- 
vision system.     (Approval  of  Emergency 
Finance  Board  required.     Debt  to  be  included 
in  the  limit  of  gas  and  electric  plants  and 
community  antenna  television  systems  estab- 
lished in  clause  8.) 

Emergency  appropriations  approved  by  state  2  yrs. 

treasurer,  attorney  general,  and  director. 

Acquiring  land  or  constructing  buildings  or  20  yrs. 

other  structures  including  original  equip- 
ment as  memorial  to  armed  forces.  (Not  to 
exceed  1/2  of   1%  of  the  equalized  valuation.) 

For  acquisition  of  street  railway  property  10  yrs. 

under  Ch.l61,  operating  the  same  or  con- 
tributing toward  capital  expenses  of  a 
transportation  area.     (Not  to  exceed  2%  of 
equalized  valuation.) 
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44:8(13) 


44:8(14) 
44:8(15) 


44:8(16) 


44:8(17) 


44:8(18) 


4:8(19) 


44:8(20) 


St.  1948 
Ch.64  5, 


For  the  acquisition,  construction,  enlarge-  10  yrs 

ment ,  improvement,  or  protection  of  public 
airports,  including  land.     (Not  to  exceed 
1%  of  the  equalized  valuation.) 

Eradication  of  Dutch  Elm  Disease.  5  yrs 

Construction  of  sewers,  sewerage  systems,  30  yrs 

and  sewage  treatment  and  disposal  facilities 
or  for  lump-sum  payment  of  cost  of  tie-in  to 
such  services  in  a  contiguous  city  or  town. 
(Approval  of  Emergency  Finance  Board  re- 
quired. ) 

Construction  of  golf  courses  including  20  yrs 

acquisition  of  land,  construction  of  build- 
ings, and  cost  of  original  equipment  and 
furnishings . 

Payment  under  contracts  with  the  Commonwealth 
under  40: (4D)  but  only  for  such  purposes 
as  a  city  or  town  may  borrow  under  40:8. 

Construction  of  a  regional  incinerator  for  20  yrs 

disposal  of  solid  waste,  refuse,  and 
garbage.     (Not  to  exceed  3%  of  equalized 
valuation;  subject  to  approval  of  Emergency 
Finance  Board.) 

Lending  or  granting  money  to  industrial  none 
development  financing  authorities  and  stated 
economic  development  industrial  corporations. 
(Required  approval  of  Emergency  Finance 
Board,  Departments  of  Commerce  and  Develop- 
ment, and  Secretary  of  Communities  and 
Development.     Not  to  exceed  lesser  of 
$100,000  or  2-1/2%  of  equalized  valuation.) 

Implementing  project  financed  in  whole  or  40  yrs 

part  by  the  Farmers  Home  Administration  of 
the  United  States  Department  of  Agriculture. 
(Approval  of  the  Emergency  Finance  Board 
required. ) 

School  projects,  approved  by  the  State  Board  20  yrs 

of  Education  for  grant.     (Required  approval 
of  as  amended  Emergency  Finance  Board  if  loan 
exceeds  amount  of  state  grant  in  aid.) 
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121B:20  Development,  acquisition,  and  operating  costs  25  yrs 

(1)  and  (2)  of  clearance,  land  assembly,  and  redevelop- 

ment, urban  renewal,  community  renewal,  re- 
location, rehabilitation,  or  low-rent  housing 
projects.     (Total  outstanding  may  not  exceed 
7%  of  the  equalized  valuation  of  a  city  with 
population  over  150,000;  6%  otherwise.  First 
annual  payment  to  be  made  not  later  than  five 
years  after  date  of  bonds.     Need  Emergency 
Finance  Board  approval  if  total  121B  indebted- 
ness exceeds  2-1/2%  of  equal  valuation.) 

121B:20(3)  Repayment  of  loss  which  city  or  town  agreed  20  yrs 

to  bear  incurred  as  a  result  of  early  acqui- 
sition or  clearance  of  land  not  used  for 
urban  renewal  purposes. 

121B:20(4)  Relocation  payments.     (Total  outstanding  may  20  yrs 

not  exceed  1/2  of   1%. ) 

44: 8B  Notes  to  replace  funds  lost  or  unavailable  8  yrs 

because  of  insolvency,  failure,  or  liquidation 
of  a  bank  or  other  depository. 
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IRA  A  JACKSON 
EDWARD  J  COLLINS,  Jr 

DEPJTV  COf/'/:SSiONEH 

KENNETH  A  MARCHURS 

D'REC"fOP  T  ACCOUNTS 


i/a//4tnSla^ -^/^ui^'n^.  ^»ver7tmen/  ^^en/^i'' 


PQ  "T' 


July  1,  198b 


TO  THE  TOWN  ACCOUNTANT  OR  TOWN  TREASURER: 

In  order  to  compute  accurately  trie  Fiscal  '87  borrowing  capacity  for 
funded  debt,  it  is  necessary  to  verify  our  record  of  outstanding  debt. 

Please  complete  one  copy  of  tne  STATEMENT  UF  INDEBTEDNESS  and  one  copy  of 
the  form  below  and  return  them  promptly  in  the  enclosed  envelope.  The 
duplicate  copies  are  for  your  files.     This  information  is  necessary  before 
notes  can  be  certified  for  your  town. 

Your  cooperation  in  returning  this  information  promptly  will  be 
appreciated. 


Director  of  Accounts 


FOR  COMPUTING  REVENUE  BORROWING  CAPACITY 


TOWN  Dana 


MOTOR  VEHICLE  Total  M.V.  M.V.  Refunds  Net  M.V. 

EXCISE  P.eceipts  in  Fiscal  1986  Receipts  in 

Fiscal  1986  Fiscal  1986 

On  Fiscal 

1980  Levy  %  211.709.52  ^  1. 120.20  ^ 210,589.32 

On  Fiscal 

1985  Levy  %  171,685.75  %  4,890.57  $  166,795.18 

On  Prior 

Levies  !^    10,469.12  $     521.12  $       9,  948.00 

Total  1^  393,864.  39  %  6,  531.89  %   387,  332.50 


Signature  of  Official  Supplying  Information 
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THE  COMMONWEALTH  OP  MASSACHUSETTS 

DEPARTMENT  OF  REVENUE 
BUREAU  OP  ACCOUNTS 

STATEMENT  OF  INDEBTEDNESS 


Tovm  of  Dana 
FUNDED  DEBT  OUTSTANDING          JUNE  30,  ^'^"^ 

General,  Inside  Limit 

$  240,000.00 

General,  Outside  Limit 

30, 000. 00 

Electric 

Water 

Airport 

TOTAL  PUITDED  DEBT  OUTSTANDING 

$  270,000.00 

■  ■ 

TEMPORARY  LOANS  OUTSTANDING  JUNE  30,     19  ' 

Anticipation  revenue 

Anticipation  highway  reimbursement 

Anticipation  serial  loans 

638,200.00 

Anticipation  federal  or  state  grants 

DETAIL  OB'  DEBT  OUTSIDE  LIMIT 


PURPOSE  AUTHORITY  AMOUNT  ISSUED  OUTSTANDING 


Schools 

Acts  of  1948 

$  698,000.00 

$  30,000.00 

Combo:    DPW  Land 

115,000.00 

DPW  Remodel 

185,000.00 

Fire  Truck 

105,000.00 

Conservation  Land 

90,000.00 

Compactor  Truck 

40,000.00 

240,000.00 

LOANS  AUTHORIZED  AND  TOIISSUED 


Fire  Station    (voted  1983) 

$  675,000. 

00 

Repair  School  Roofs  (voted 

1984) 

38,200. 

00 

{voted  1955)                '  ' 

Police/Communications  BIdg. 

($603,000.)  +  Library  Expansion  ($247,875.) 

850, 875 

00 

Department  of  Revenue 

Bureau  of  Accounts,  100  Cambridge  St., Boston  Town  Accountant  or  Treasurer 
Kail  Address:   P.O.Box  701^,  Boston,  Mass.  02204 

DA  61.  ^'^^  Date  8/12/85  


1 
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Sub.iectr 

Reder.ptrcn  of  bonds 
and  nntes. 

EDWARD  J.  CCLT-IN'S.  Jr. 

DEPUTY  COMMIESIONE.R 


Ch.  ^21  02  the  Acts  of  1930  £Kiends  Ch.  Id:  inserting  a  new  section  21  and  21A 
Su.-7Trar>- 

Prior  to  this  amcndnien^,  section  21  of  Chapter  hL.  provided  that  a  city  or  t/^v.-n 
which  recalls  and  pays  any  of  its  securities  under  rights  rescr^/ed  therein  ^cv 
issue  other  securities  in  place  of  the  recalled  and  paid  secuidties  and  that 
the  nevdy  issued  secxxrities  r.ust  be  payable  at  periods  vdthin  the  maturity  of 
those  or?.£q.nally  issued,. 

The  nev;  section  21  as  enacted  by  Chapter  521  of  the  Acts  of  19^0  uro\'ides  that 
bonds  or  notes  cay,  if  presided  therein,  be  caile'I  or  redeefned  at  the  pri.ce  a^*^ 
under  the  terms  determined  by  the  officer  auth-orised  to  issue  r.uch  bonds  arid 
notes  at  the  time  of  original  issue*    It  further  nrov.V'er-  that  these  bonds  or 
notes  may  not  be  called  before  their  m^t;urity  date  unless  s-jXficient  funas 
have  been  appropriated  by  the  city,  town  or  district  arid  are  available  to  pay 
the  principal,  the  reder.ption  prerniuri  and  the  accrued  interest;  or  unless  the 
city  council,  the  board  of  selectmen  or  the  prudential  coir^vittee  have  provided 
for  the  isT^jance  of  refunding  bonds  or  notes  as  provided  in  section  21A. 
Iherefore,  if  suXficient  funds  have  not  been  appropxdated  and  r.re  not  then 
available,  the  call  or  redefoption  of  such  bonds  or  notes  rnust  be  accomplished 
by  the  issuance  of  refunding  bonds  pursuant  to  section  21A. 

Section  21A  provides  that  a  city  council;  board  of  select3en  or  prudential 


TME  COMS'iONV/EL».LTH  OF  MASS'  CHrjSi 
DEPARTMENT  Or  REv  Zf>!Ur. 
D/visioN  OF  Local  Seh^'ici.'; 


 JOYCE  hampers 

COMMISSIONER 
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Release  No.  80-5  Page  2 

committee  may  author?. ze  and  provide  for  th?  issuance  of  refunding  bon^ls  or 
notes  for  the  purpose  of  paying  or  refunding  all  or  a  part  of  an  issue  of 
bonds  or  notes  then  outstanding. 

Such  refunding  bonds  may  not  be  payable  over  a  peirlod  longer  than  the.  period 
during  v;hich  the  original  bonds  or  notes  must  be  paid  and  the  ajrount  of 
indebtedness  of  such  refu-^ing  bonds  or  notes  may  not  be  great^^r  than  the 
amount  of  indebtedness  of  the  bonds  refiinded. 

Upon  issuance  of  the  refunding  borjls  or  notes,  the  amount  of  the  refunded 
bonds  or  notes  will  no  longer  be  counted  for  punxjses  of  determining  the 
lijTdt  of  indebtedness  of  the  city,  tovm  or  district. 

When  refunding  bonds  or  notes  are  issued  prior  to  the  maturity  or  rede.ription 
date  of  the  bonds  or  notes  to  be  refiirvied,  a  sufficient  afnount  mujt  be  held 
in  a  separate  fund  and  in  trust  for  the  payment  of  the  principel,  redc-iption 
premium  and  interest  on  the  bonds  and  notes  to  bo  refu.nded. 

"Ihe  amounts  held  for  such  payment  may  include,  in  addition  to  the  amount  of 
the  proceeds  of  the  refundirig  bonds  or  rotes,  moneys  then  available  to  the 
city,  town  or  district  arid  moneys  derived  frc.Ti  the  investment  of  the  proceeds 
of  the  ref'jnding  bonds  or  notes. 

The  amo'onts  held  in  this  separate  fund  may  be  invested  pursuant  to  General 
Laws,  Chapter  Ul^  section  55  and  the  income  derived  from  such  investment  may 
be  applied  to  the  principal,  redemption  premium  ar^d  interest  on  the  refunded 
bonds  or  notes. 
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Purpose 

This  act  would  allov;  local  officials  to  issue  bonds  ar.d  notes  which  may  be 
redeemed,  in  whole  or  in  part,  prior  to  their  maturity  dates.     This  allows  for 
the  future  refunding  of  these  bonds  and  notes  st  the  then  prevailirg  interest 
rates  "which,  if  lower  than  the  notes  at  the  original  issue  date,  may  be  a 
financial  benefit  to  the  local  community. 
CXiideline 

This  legislation  is  a  progressive  tool  which,  if  used  effectively  and 
judiciously  by  local  officials,  will  benefit  local  propcn.y  taxpayers  by 
reducing  the  cost  of  borrowing. 

Redeemable/refundable  bonds  and  notes  generally  bear  a  higher  interest  factor 

r 

on  the  original  issue  date  end  proper  cash  management  and  financial  fore- 
casting will  have  to  be  present  at  the  local  level  in  order  to  prx?tect 
against  ndeuse.  '  .  '  ; 

The  effective  date  of  this  act  is  October  I3,  X9S0. 
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IRA  A  JACKSON 
EDWARD  J.  COLLINS.  Jr. 

DEPUTY  CO'.uJiSSlONEB 
KENNETH  A  MARCHURS 


,^^iiere/f>  t/a^an-^^^ •^u^^^rut'.  ^&t>emm^7z/'  {^tiI^. 


UAH.  ACC"E 

BOSTON  MASS 


TO  THE  TOra  TREASURER: 

According  to  our  figures,  the  revenue  'borrowing  capacity  for  the 
current  fiscal  year  as  set  by  Section  U  of  Chapter       ,  General  Lavs,  and 
Section  76  of  Chpater  8U9  of  the  Acts  of  I969  as  amended,  is: 

%  

This  anioiint  should  be  entered  on  the  Treasurer's  Record-  and  on  the 
Town  Clerk's  Certificate  for  all  notes  issued  during  the  said  fiscal  year 
in  anticipation  of  revenue. 

Loans  issued  for  this  purpose  shall  "be  payable  not  later  than  one 
year  from  their  date  of  issue.     Loans  issued  for  less  than  one  year  may  be 
renewed,  if  necessary,  provided  the  date  of  maturity  of  the  renewal  loan 
is  not  more  tii3ii  one  year  from  the  date  of  issue  of  the  original  loaji,  in 
accordance  with  Section  IT  of  Chapter  General  Laws. 

Very  truly  yours, 

 OA.  Vl(uo\,oJL-A 

Kenneth  A.  Marchurs 
Director  of  Accounts 
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L.  JOYCE  HAt-IPEKS 

co>:Missior>fER 


The  Cov.wor,-'/.  1  /.'_rH  of  ma'^sachlisrits 
DL'^^-'.RTMENT  OF  REVENUE 
Division  of  l^ocai  Ser^'iceo 


EDVAKD  J.  COLLI r.'S,  JR. 


To  All  TovTJ,  Dirtrict  and  Regioned 
School  District  Treasurers: 


VUilLAU  OF  ACCCUkTS 
LEGlSlJi.TIVE  ALEHT  RnORT 
Ko.  SC-I 

SUBJECT:  Chapter  IP?  - 
Actr  of  ]979 
Inver.t" erit  of 


February  1,  I9C0 


This  ir -depth  interpretation  of  Chapter  762  of  the  Acts  of  197y 
is  e  foliow-up  to  cur  Legislative  Alert  HSO-l.     As  of  Februiiry  13,  19R0 
towns  end  dxstricts  will  be  permitted  to  invest  the  proceeds  of  tei;.porary 
loans  in  ant i.cipation  of  revenue  or  serial  issues. 
M.  G.  L.  previously  prohibited  this  action. 


Chapter  4s,  Section  55 


This  legislation  has  a  number  of  restricting  elcncnts.  The 
primary  purposes  of  these  restrictions  are  to  gxiarr  ojainst  the  issuonce 
of  erbitrr-ice  securities  and  to  prr-tect  the  tax  ex("'n(pt  stetus  of  thr 
municipal  instruments  ajid  iJiterest,  thereon. 

Tr)e  Bureau  encouraces  tzovtis  and  districts  to  avail  themselves  of 
the  permissive  nature  of  this  leqirlation  but  cautions  againtt  over  ^ealo.js 
reactions.     In  the  simplest  sense,  borrowing  at  low  tex-excn.pt  rates  in 
order  to  invest  at  higher  rates  is  specifically  prohibited  under  the  Federal 
Income  Tax  Code,  Section  103,  and  related  regulations  pertaining  to 
"arbitrage".     This  section  of  tax  law  is  quite  compiej:.     Any  town  cr  district 
having  criy  doubts  about  its  status  would  be  \jell  advised  to  discuss  the 
matter  with  tax  counsel. 


Tne  legislation,  in  general,  places  the  Director  of  Accounts  in 
the  position  of  responsibility  for  approval  of  the  appropriate  loans,  only 
if  he  is  satisfied  with  the  reeronableness  of  the  amount  deemed  necessary. 
In  this  regard,  the  Director  v/ill  require  a  cash  flow  statefrrsnt  to  accompany 
every  temporary  loan  request  under  Chapter  44,  Section  4,  as  amencled,  except 
in  certain  limited  situations.     The  one  major  exception  to  the  cash  flow 
submission  reqijirement  is  in  the  case  of  a  short  term  revenue  loan  (sixty 
days  or  less).     In  this  instance,  a  "non-arbitrage"  certificate,  similar  to 
the  one  attached  to  this  bulletin,  may  be  filed  in  lieu  of  the  cash  flow 
statement.    Once  again,  all  other  applicable  loan  requests  must  be  accompa- 
nied by  a  cash  flow  statement  which  covers  the  full  term  of  the  loan  and  in 
a  manner  similar  to  the  format  attached  to  this  bulletin,     (See  General 
Instructions  for  preparing  forms). 
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AUTHORIZATIONS: 


Specifically,  this  leqislation  wa^  designed  to  perrriit  the 
investment  of  the  proceeds  of  revtinue  anticipation  riotes  and  tempornry 
notes  in  anticipation  of  serial  bonds  and  notes.     In  addition,  it  allows 
the  investment  of  the  proceeds  from  the  issuance  of  bonds  and  notes  in  the 
same  typ>e  of  investments  as  excess  revenue  cash. 

Revenue  cash  is  also  further  defined  by  specifically  excluding 
Revenue  Sliaring  and  other  restricted  purpose  revenue  cash.     The  Act  else 
permits  the  investment  of  applicable  funds  in  a  qualified  pooled  investment 
fund  (such  as  M.  M.  D,  T.). 

RE5TRICTI0IJS: 

Section  I  of  the  legislation  restricts  the  amounts  that  may  be 
borrowed  in  anticipation  of  revenue  and  requires  certain  documejitation  of 
need.     The  total  amounts  borrowed  for  the  f orementioned  purpose  "shall  not 
exceed  an  amoiint  reasonably  required".     The  amount  requested  must  be 
approved  by  the  Director  of  Accounts.     Estimated  cash  flow  st^iteinents  on 
approved  forms  shiall  docun'.ent  and  evidence  the  requirement  except  in  certain 
rare  instances  noted  previously  in  the  introductory  section. 

Section  II  of  the  Act  further  restricts  the  issuance  of  temporary 
notes  in  anticipation  of  reve^nue.    Their  issuance  is  prohibited  so  long  as 
any  other  revenue  cash  (as  redefined)  is  invested. 

In  order  to  economize,   the  in-depth  study  is  being  sent  to  all 
town,  district,  and  regional  school  district  treasurers.     We  would  appreciate 
your  advising  the  respective  municipal  and  district  officials  that  such 
in-depth  analysis  is  available  for  their  perusal,  should  they  so  desire. 


The  Comv,cn\ve/>lth        r - ^:-:^A'.:^•uf^=  t I     riYICICN  OF  LOCAL  SERVICES 
DEPARTMLNT  OF  RLlX'lrrJL  1  TRLAS'JRER'S  E^JLLETIN 

BL'RCAU  of  ACCOl.INTS  I  No.  80-1 


Jcnur.ry  11,  1930 


TO  /J.L  KUNICIPAL,  DISTRICT,  AND  REGIONAL  SCilOOL  DISTRICT  TREASURERS: 

In  order  for  municipal  treasurerG  to  hnve  every  opportunity  to 
maximize  their  return  on  tnvec trnents ,   the  Bureau  oi  Accounts  is  adopting 
the  following  guideline  with  the  hope  that  it  will  solve  one  of  your 
procedural  problerns. 

As  many  of  you  ere  av-crc,  on  December  15,  19c5,  a  directive  was 
issued  stating  that  the  Uniform  SysteiTj  requires  all  disbursements  for 
inveatments  be  processed  by  a  voucher  and  be  listed  on  a  treasury  warrant. 
Also,  all  receipts  froir,  the  pale  or  maturity  of  these  inveetJiienta  must  be 
recorded  in  the  cash  receipts  rccordc. 

ReccgnizinR  that        G.  L.  Chapter  «lj  Stction  56  requires,  in 
part,   that  the  tieasurer  not  pay  niouey  from  the  treasury  except  upon 
warrant,  we  have  modified  our  popition.     We  will  continue  to  require  that 
all  investing  be  done  by  warrant  end  all  maturities  be  recorded  in  the 
cashbook.     However,  we  do  recognize  that  nu^ny  treasurers  are  using  the 
warrant  after  the  fact  due  to  timing,  roll  overn.  etc.    Accordingly,  you 
are  hereby  advised  that  tair.  procedure  will  be  acc-ptsble  to  the  bureau. 
We  concur  with  the  position  that  the  investmcrtt  T.e.y  be  coTictrued  ce  f> 
change  in  the  form  of  treasury  carh  ratlier  than  being  classified  ua  a 
"payment." 

However,  we  will  require  a  coi.-iplete  audit  trail  of  all  trane- 
actlone.  The  use  of  the  next  pcasible  treasury  warrant  is  racndatory  if 
you  choose  to  use  this  guideline. 

We  further  reccnmend  that  before  you  officially  adopt  this 
approach,  that,   for  your  own  protection,  you  advise  the  municipal  officials 
responsible  for  signing  the  wr.rrcnt3  that  you  would  liV.e  to  avail  yourself 
of  this  opportunity  to  improve  investment  earnings  and  would  like  them  to 
acknowledge,  in  writing,   their  approval  of  this  practice. 


FISCAL  SERVICES  SECTION  -  ^^^^^^         ^"^'^^  director  of  Accounts 

Harold  J.  Regan,  Jr.,  Acslstant  Chief  of  Bureau 
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BOTH  SIDES  of  each  note  and  the  clerk's  certificate  shcnjild  be  completed 
before  being  signed  and  sent  here  for  certification. 

All  items  on  the  clerk's  certificate  should  be  as  nearly  as  possible  the 
sa-Tie  as  the  correspxDnding  item  on  the  note,  as  the  clerk's  certificate  is  our 
record  of  the  loan. 

Notes  must  be  issued  in  serial  order.    If  a  note  is  sp<?iled,  it  rxisC  be 
sent  to  this  Bureau  to  be  recorded  and  will  be  returned - 

FOR  ALL  LOANS  ALTTHORIZED  BY  VCTTE  OF  TO^nI  -  Date  of  authorization  or.  Line  1 
of  Town  Clerk's  Certificate  and  on  note  should  be  the  date  on  vhich  the  vote 
was  actually  passed. 

Pu'RPOSE:    Inserted  on  Line  2.  of  Clerk's  Certificate;  not  on  note. 

A*'IOUi-rr:  Figures  should  be  shovs-n  at  upper  ri^t  comer,  and  written  out 
in  body  of  note. 

DATE  OF  ISSUE:  Approximate  date  of  vhich  the  treasurer  needs  the  mcney. 
Please  allow  three  business  days  for  processing  notes. 

DATE  OF  COLyrERSIGNTNG:    The  date  the  note  was  signed;  need  net  be  the 
same  as  the  date  of  issue. 

KAME  OF  BANK:    Unless  a  note  is  payable  at  a  bank  different  from  the 
Durchaser,  the  name  of  the  bank  should  be  identical  on  both  lines  of  the  note 
and  the  clerk's  certificate. 

If  a  loan  is  sold  to  more  th.an  one  bank,  the  cleric's  certificate  should  be 
made  cut  as  follows: 

Line  7    Payable  to  &  at  ##11-12  First  Bank  $:<XX,X:-CK. 

##13-14  Second  Bank  $:OOC,>DOC. 

Line  8    Payable  at  ##15-16  Tnird  Bank  $:\Xa,XXX. 

PATE  OF  INTEREST:      ##11-12    x.xx  ##15-16  x.xx 

##13-14  x.xx 
The  premium  (if  any)  should  not  appsrar  on  the  note. 

CERTIFICATION  FEE:    See  Schedule  for  amomt.    Check  should  be  payable  to 
"Director  of  Accounts''. 


DELP/ERY  OF  CERTIFIED  NOTES:    At  the  request  of  the  treasurer,  and  with  the 
approval  of  the  appropriate  officers,  notes  may  be  delivered  or  fcrvardied  to  the 
bank  after  certification;    cther<.-lse, they  niist  be  returned  to  the  treasurer.  If 
ycu  wish  to  have  notes  sent  directly  to  the  bank,  the  "delivery  form."  or  a  letter 
with  the  necessary  signatures  should  be  enclosed.    If  there  is  more  than  one  bank, 
one  delivery  form  should  be  made  out  as  follows: 

##11-12    First  Bank,  Address 

##13-14    Second  Bank,  Address 

ANTICIPATION  RB^^JE  IjOANS: 

Tr.e  first  loan  of  the  year  may  be  sent  in  without  the  "amount  of  lean 
authorized".    This  amount  will  be'  sent  with  your  fee  receipt  when  it  has  been 
determined.    Tnis  is  the  anount  to  be  used  througj-^out  the  fiscal  year. 
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A  cash  flow,  as  described  in  Legislative  Bulletin  No.  80-2,  or  in 
certain  instances  a  non-arbitrage  certificate,  nrast  be  filed  before  these 
loans  can  be  certified. 

ANTICIPATION  REIMBURSEMENT  LOANS 

Loans  m  anticipation  of  highway  reimbursement  from  the  state  are 
authorized  by  Section  6A.  Chapter  44.  Generf^l  ?;^.ws,  without  a  vote  of  the 
town.    Therefore,  this  reference  should  be  inserted  on  the  town  clerk's  certif- 
icate on  Line  1  and  in  the  space  for  th-e  vote  of  the  town  on  the  face  of  the 
note . 

On  line  2  of  the  clerk's  certificate,  ijidicatg  the  vear  of  a.n.orrry'nr  P-rd 
the  contract  number. 

The  authorization  for  loans  in  anticipation  of  federal  and  state  grants, 
is  a  statutory  reference.    The  date  of  the  vote  should  not  appear  on  the 
note  nor  on  Line  1  of  the  clerk's  certificate.    Tne  statutory  reference  for  ■ 
Jederal  Grant  is  Chapter  74.  Acts  of  1945,  and  for  the  Sr?^*:^  r^P^r  it  is 
Section  6a.  Chapter  44.  General  Lau^ 

On  Line  2  of  the  clerk's  certificate,  indicate  the  purpose  of  the  grant 
and  if  the  Ic^  is  a  RENEvJAL.    A  letter  must  be  filed  shov/ing  the  amount  of 
the  anticipated  grant  (as  approved  by  the  Emergency  Finance  Board)  and  the 
amount  received  to  date. 

IiTterest  on  Federal  Grant  loans  may  not  be  "discounted" 

ANTICIPATION  SERIAL  LOANS 

The  "date  of  meeting  authorizing  loan"  is  the  date  on  which  the  town 
voted  to  authorize  the  serial  loan.    If  the  serial  loan  is  to  be  issued  in 
the  form  of  bsnds ,  we  must  have  a  "prelirdnarv  opirjion"  fron'i  bond  counsel  ind- 
icating that  they  would  certify  the  ocnd  issue.    If  the  serial  is  to  be  in  the 
form  of  notes  certified  by  the  Director  of  Accounts,  please  include  a  letter 
stating  this. 

SERIAL  OR  RJNT)ED  LO.ANS 

Serial  loans  most  be  paid  annually,  usually  on  the  anniversary  of  the 
date  of  issue.    Tne  first  payment  mist  be  riiade  not  more  than  one  year  from 
the  date  of  issue.    Interest  is  payable  either  annually  or  seini -annually 
according  to  your  agreement  with  the  bank. 

Only  one  Town  Clerk's  Certificate  is  necessary  regardless  of  the 
nuiTiber  of  notes.    Each  annual  payment  on  the  loan  requires  a  separate  note. 
On  the  line  for  "due  date  of  note"  show  the  a.mounts  due  annually. 

BONT)  ISSUES  -  Section  28  of  Chapter  44,  General  Laws,  requires  treasurers 
to  notify  the  Director  of  Accounts  of  all  loans  issued  in  the  form  of 
bonds.    This  notification  should  incl'ude  the  Purpose,  Total  Ainount,  Date 
of  Issue,  Rate  of  Interest,  and  the  Amounts  due  annually. 
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^^^/////^^f  /J/fL/^Ymy       f^enewal  -  Tax  Anticipation 


1986 


1.000,000.00 

^/ry^^/e/f'-^  Guaranty  Bank  -  Note  660  


   /'Vvvy/// 


€im^y€f/-.   Guaranty  Bank,  100  Main  St..  Dana.  MA  01010 
^{r/ie^?/J  M'/z'/j  ^/^/     February  9,  1987  


^Aa//}^^.  3.99  ,^^^.>f/'l^^i/a/^y-  A t . Maty r i ty 


^h/y^^a/'c/fO^ /o /Ae  2^e^a/'/me/i/ ^e^i^e/l^f^^^  November  25,  1986 
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DEPARTMENT  OF  REVENUE 

BUREATI  OF  ACCOUNTS 

SCHEDULE  OF  NOTE  CERTIFICATION  FEES 
Effective  November  1,  1975 

$5»00  per  note, 

PLUS  an  additional  charge  based  on  the  total  amount  of  each  loan:  

$5.00    Up  to  $100,000. 

10.00    $100,001     to  $250,000. 

20.00      250,001    to  500,000. 

30.00     500,001   to  750,000. 

kO.OO       750,001     to  1,000,000. 

10.00      For  each  additional  $250,000.  or  fraction  thereof. 

Notes  issued  at  the  same  time  for  the  same  purpose  are  considered 
one  loan. 

DA  86 
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  Mia^SACHU SETTS 

(TovTijDistricl. , Regional  Sc'kooI  District) 


REVENUE  ANTICIPATION  NOTES 


Non-Arbl tra^.p  Certificate 

I,  the  undersigned  Treasurer  of  the  Town/Dis trlct/Regicnsl  School  District 
hereby  certify  that  it  is  not  expected  that  any  part  of  the  proceeds  of  the 

S   aggregate  principal  amount  of  revenue  anticipation  notes 

(vos.    to   ),     dated   ,19  , 

payable   ,     19   ,  will  be  invested  or  deposited  at  interest 

cr  used  to  replace  other  funds  available  for  the  pa>-nent  of  current  operating 
expenses  and  expected  to  be  invested  or  deposited  at  interest.     I  further 
certify  that  said  notes  are  being  issued  and  delivered  against  payment  on 
the  date  hereof. 

On  the  basis  of  the  foregoing,   it  is  not  expected  that  the  proceeds  of  the 
aforesaid  notes  will  be  used  in  a  manner  that  would  cause  said  notes  to  be 
arbitrage  bonds  under  Section  103(c)     of  the  Internal  Revenue  Code  and  any 
applicable  regulations  prescribed  under  that  section.     To  the  best  of  my 
knowledge  and  belief,  there,  are  no  other  facts,  estimates  or  circumstances 
which  would  materially  change  the  foregoing  conclusion, 

I  have  not  been  notified  of  any  listing  or  proposed  listing  of  It  by  the 
Internal  Revenue  Service  as  an  issuer  whose  arbitrage  certificQtES  may  not 
be  relied  upon. 


Town/District/Regional  School  District  Treasurer 
Dated:   ,     19  * 


*    Date  on  which  the  notes  are  actually  issued  and 
delivered  against  pa>Tient. 
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 DANA  _   ,  >:asr...t.Mv.Sf tls 

(Tou-n  or  District) 


ESTIMATED  OPERATING  CASH  FLOW  STATEMENT  FILED  FOR 
REVENUE  AJ^ICIPATION  NOTES (1) 


During  Fiscal  Year   19  87 


I,    the  undersigned  Treasurer,   hereby  certify  with  respect   to  the 

$    1,000,000   of  revenue  anticipation  notes(Nos.     550   to 

fifil      )   of  the  Town/District  dated    December  8  .    19  «fi  .    and  pay- 
able  February  9  ,    1986    ,   that  to  the  best  of  ray  present  knowledge  and 

belief,    the  following  statement  of   the  Town's/District's  estimated  operating 
cash  f low(excluding  receipts  from  the  sale  of  revenue  anticipation  rotes  and 
expenditures  relating  to   the  repayment  of  those  notes,  and   receipts  and  expen- 
ditures of   the   proceeds  of  bonds  or  serial  notes)    is  correct   as  of  the 


date  hereof: 


Accumulat  ed  (  3 ) 
Surplus (Defic it) 


Opex  bti-ng  Cash  on  Hand   October  31  ,   19  86    ^70, 000 


Receipts  Expend  i  tures  Surplus (Def  ic it) 


July  19_ 
Aug. 
Sept. 
Oct. 


150.001)  -    ^750,  OOP  =    -(600,00^  -  1^20^001 

100/  000   -    ._6A5^Q_00   =    1545.  OOO^       _  (975^000) 

Jan.    19  87     1^770^000  -      5_50^000_   =       1.220.1)00  _ 


Feb. 

April 

May 

June 


I   furt'ner   certify   that   the  arr.ount  previously  borrowed  by   the  To\s-n/D  i  s  t  r  i  c  t 
in  onticipation  of  revenue  of  the  current  fiscal  year  beginning  July  1,  ]9_86_ 

(not   including    the   ar^ount   of   the   notes   presently  being   issued)    is$  _0  1 

of  which   $  0  is   now  outstanding  and    that   a   copy  of    this  certificate 
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has  been   filed   in  my  office. 


Da  ted: December  1 


19  86 


Tovm/District  Treasurer 


1,    the  Director  of   the  Bureau  of  Accounts   in   the  Massachusetts 
Department  of  Revenue,   hereby  certify  that   the   foregoing  form  of  esti- 
rr.ated   cash  flow  statement  is  approved  by  me  and  I  hereby  approve  the 
principal  amount   of  notes  described  above  as  being  reasonably  required. 


Da  t  ed : 


19 


Director  of  Accounts 


NOTES 


(1)  Estimated  cash  flow  figures  need  to  be  shown  only  for  those  months  • 
during  any  part   of  which  the  notes  will  be  outstanding. 

(2)  Month  in  which  the  notes  are  issued. 

Include  operating  cash  on  hand   in  "Accumulated  Surplus (Deficit) 

(3)  The  amount   of   revenue  anticipation  notes   issued  at  any   time (including  the 
amount   of  any  notes  previously   issued  and  now  outstanding)   must  not 

exc eed_  the  "maximum  cumulative  cash  flow  deficit"     shown  on  this  certi- 
ficate.     The  maximum  cumulative  cash  deficit   is   the  maximum  deficit 
shown  in  this  column,   taking  into  account   the  operating  cash  surplus  or 
deficit  at   the  beginning  of  the  month  in  which  the  notes  are  issued, 
plus   the  estimated   cash  requirements   for   the  next  succeeding  month. 

(A)     No  more   than  seven  days  before  the  date  on  which  the  notes  are  issued  and/ 
or  delivered  against  payment. 
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REQUEST  FOR  DELIVERY  OF  CERTIFIED  NOTES 


DANA 


TO  THE  DIRECTOR  OF  ACCOUNTS: 

Please  forward  after  certification  to  bank(s): 

NAME— -MDRESS 

Notes  Nos,        660  to     Guaranty  Bank,   100  Main  St.,  Dana,  MA  01010 

661                     ^       Home  National  Bank,  350  Main  St.,  Dana,  MA  01010 
Nos.    to   

Nos,  to 


Treasured 

(Selectmen       X  ) 
We,  the  undersigned  (Commissioners  ) 

(Prudential  Committee) 

approve  the  above  request  of  the  Treasurer,  in  accordance 

with  General  Laws,  Chapter  kk.  Section  2k  or  Chapter  35 > 

Section  39B. 


DA  69A 
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L_  JOYCE  HAMPERS 

COMMISEIONER 


The  Commona'ealt  '  o-  ^•AssACHusE^^TS 
DEPARTMENT  OF  REVENUE 
Division  of  Local  Services 


IDWRD  J.  COLLINS.  J"? 

CEPJ'>  COMMISSIONER 


BUREAU  OF  ACCOUNTS 
INFORMATIONAL  GUIDELINE 


Release  No  ■ 

Subject 

Qualified  Bonds  tnd  Loan 
Default  /vol dance 
Provisions 

Chapter  4^*,  Section  19A  5r 
Chapter  44A,  K.G.L. 


Background 

During  the  past  two  legislative  sessions,  the  general  co'-irt 
passed  two  significant  lavrs  that  relate  to  launicipsl.  indebtedness. 

The  first  enactment  was  adopted  as  part  of  the  state  budget  in 
19S0»    It  was  contained  in  the  so-callei  "outside  lang\iage^ 
section  of  Chapter  329  of  the  Acts  of  1930  and  was  signed  into 
law  cn  June  25,  19B0.    The  Gnact3>ent  created  a  new  chapter 
entitled  "Charter  44A.  Qualified  Bond  Act"  and  is  now  a  part 
of  the  general  laws  or  the  ComKOi-i wealth. 

The  second  enactirent  was  adopted  as  part  of  the  Preposition  2^ 
change  law.    This  was  c&ntslned  in  section  6  of  Chapter  732  of 
the  Acts  of  1931  and  was  signed  into  lav  on  October  6,  19S1. 
This  enactcent  cr*sated  a  new  section  within  Chapter  4^  entitled 
"Section  "iSf' ,^    In  provides  a  mechrjiisc  to  assist  a  city,  toum, 
regional  sc'^  ool  district  or  any  other  special  purpos-*  dis-Lric'c 
to  avoid  de  .aulting  on  any  dabt  service  obligation.    This  has 
been  discussed  in  a  previous  information  guideline  release 
rendered  by  the  Departicant  of  Revenue's  Property  Tax  Bureau — 
see  I.G.R.  82-201. 


Purpose 

This  publication  will  briefly  analyze  the  two  af o resent i one d 
enactments.    The  analysis  will  discuss  che  procedures  as 
well  as  the  attributes  of  each.     In  reviewing  the  following, 
it  is  hoped  tiiat  we  will  clarify  a  nucber  of  recent  inquiries 
and  assist  any  entity  in  their  decision  regarding  the  possible 
use  of  either  authorisation. 

We  have  also  attached  a  recommended  form  for  application  for 
consideration  regarding  issuance  of  a  "Qualified  Bond"  along 
with  a  suggested  checklist  of  supplesontal  iiif onnation  that 
would  assist  the  Emsrgency  Finance  Board  in  fulfilling  its 
invectigating  responsibilities. 
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Release  No  82-02_ 
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Chapter  khh — "Qualified  Bonds" 

Qualified  '/-onds  era  available  to  any  city,  town  or  regional 
school  district .    They  ma/  be  issued  for  any  legal  borrovring 
purpose  or  purposes  as  authorized  by  a  vote  of  the  entity' s 
appropriation  authority. 

The  procedure  for  issuing  a  qualified  bond,  as  prescribed  b}*- 
this  statute,  is  as  follovs: 

1.  The  treasurer  of  the-  city,  town  or  regional  school  district 
files  an  applic^.tion  vfith  the  Eaorgency  Finance  Board.  A 
suggested  application  format  is  attached  to  this  publication. 
The  application  ic  accompanied  by  a  certified  copy  of  the 
original  vote  authorising  the  incurrance  of  the  indebtedness 
and  a  certified  copy  of  the  vote  of  th®  appropriate  executive 
board  or  office  grcmting  the  treasurer  authority  to  file  the 
application. 

2.  The  Emergency  Finance  Board,  iassediately  upon  receipt  of 
the  application,  will  undertake  the  prescribed  investigation, 
either  directly  or  through  their  ovn  agent. 

5.    If  the  findings  of  the  investigation  satisfactorily  demon- 
strate the  entity's  entitlement,  for  a  qualified  bond  issue,  the 
Board  will  then  adopt  a  resolution  euthorizing  issuance  thereon. 
This  must  be  done  vithin  sixty  (60)  days  after  subciission  of 
the  application. 

4.    The  Bocrdt  prior  to  adopting  an  affirmative  resolution, 
may  requir-.  »  in  vrlt:ing,  certain  future  debt  restrictions  or 
other  limi "N  ations  that  it  deems  necessary  as  a  result  of  the 
findings  of  the  investigation.    Such  restrictions  or  limita- 
tions are  binding  upon  the  political  entity.    The  Board  may 
not  adopt  a  positive  resolution  until  such  limitation  or  restric- 
tions are  voted  by  the  appropriate  officials. 

These  restrictions  or  liriitations  may,  in  the  future,  be 
released  by  vote  of  the  Board  upon  the  request  of  the  bond 
issu&r,  if,  upon  further  investigation,  the  Board  deterciires 
such  release  is  in  the  best  interests  of  the  issuer  and  will 
not  impair  the  security  of  the  bond  holder. 
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5.  Upon  approval  by  the  Board,  the  city,  tovm  or  regional 
school  district  may  proceed  vith  the  issuance  ci  the  instru- 
ments.   Such  debt  securities  must  contain  lang-jiage,  on  their 
face,  that  indicates  they  are  issued  pursuant  under  the  pro- 
visions of  Chap'cer  44A,  Massachusetts  General  Laws,  the 
Qualified  Bond  Act. 

6.  Not  withstanding  any  other  provisions  of  the  general  laws, 
the  qualified  bonds  may  be  issued  for  a  period  of  not  less 
than  ten  (10)  years  nor  more  than  thirty  (30)  years  from  the 
dat?  of  issuance. 

7.  Tenporary  borrowings  in  anticipation  of  the  issuance  of 
such  qualified  bonds  are  permitted  as  provided  under  Chapter 
44,  Sections  17  and  17A,  as  amended;  provided,  however,  "that 
such  no^es  are  subject  to  such  additional  terms  or  conditions 
as  may  be  fixed  by  the  Emergency  Finance  Board. 

8.  Within  ten  (10)  days  after  the  date  of  issue  of  the  qualified 
bonds,  the  local  'onit  treasurer  must  certify  to  the  state  treasurer 
the  following: 

a.  The  maturity  schedules  of  the  debt  issue 

b.  The  interest  rate  cr  rates 

c.  The  debt  service  payment  schedule. 

9.  From  that  point  forward  uhe  state  treasurer  or  his  appointed 
agent  shall  become  the  paying  agent  for  the  full  debt  service 

on  the  qual:.fit;d  bonds.    All  such  payments  will  automatically 
be  withheld  by  the  state  treasurer  from  the  local  unit  *  s 
distributable  state  aid  and  if  required  due  to  inefficiency 
any  other  amounts  payable  by  the  State  to  said  locai  governmen- 
tal unit  (as  authorized  by  Chapter  58,  Section  20  A  of  the 
Massachusetts  General  Laws.) 

Note — the  act  provides  that  all  costs  accruing  to  the  Commonwealth 
as  the  result  of  such  qualified  bond  issues,  including  adminis- 
trative costs  as  well  as  loss  of  interest  income  shall  be  the 
liability  of  the  city,  town  or  regional  school  district  and 
shall  be  assessed  in  accordance  v.'ith  Chapter  59,  Section  20, 
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Potential  issuers  and  holders  of  qualifie-d  bonds  should  be 
awars  of  several  other  inoorcant  features  contained  vdthin 
Chapter  hkk, 

1.  Th?  Coiamonwealth  does  not  guamntee  that  there  vill  be 

a  continuation  of  distributable  Ciid  or  other  payssnts  to  the 
local  govem!5ffint&l  units. 

2.  The  Coxiir!i-.mwe3lth  does,  however,  agree  that  as  long  as  the 
distributable  aid  is  continued,  i"D  shall  continue  to  be  us2d 
as  provided  for  within  the  Act  and  that  qualified  bond  holders 
\fill  continue  to  have  first  priority  to  these  funds. 

3.  The  CoCTonvealth  doei>  not  purport  to  guarantee  the  paynent 
of  qualified  bond  nor  docc  it  pledge  any  of  its  credit  or 
assets  as  security  thereof, 

4.  The  city  or  town  Eust  continue  to  appropriate  and  inf^lude 
in  the  tax  lovy  aaounte  necessary  to  pay  the  debt  service 
related  to  the  bonds.    Distributable  aid  ti'ithhcld  or  to  be 
withheld  and  forwarded  or  to  be  forwarded  to  a  pEjing  agent 
vill  be  certified  by  the  state  treasurer  to  the  city  auditor, 
to>fn  accountant,  regional  school  district  treasiirar  or  other 
officarc  having  ciaalar  duties.-    Thee^  asount  are  to  be 
credited  R^inst  the  appropriations. 

In  effect  this  calls  for  cxi  adjusting  entry  to  be  made  and  posted 
by  the  local  acco'x^ting  officer,  as  follows: 

Dr.    Debt  Service  Appropriation  J^sxxx 

Cr.    Estimated  Receipts  Sx3aoc 

Distributable  aid  in  the  sue 

of  $>DDac  withheld  by  State  Tr^asur^r 

for  payment  of  Qualified  Bond. 

Appropriatic-LS  vhich  are  not  fully  offf^ot  by  such  cradits  aust 
be  used  to  pay  the  related  ;:iaturing  debt  service. 

Chr-Dtf-r  44.  Section  19f— Use  of  State  Aid  for  Iksbt  Serric*  By 
Uo^unlties  Onabie  to  I^et  Tbeir  Obligations. 
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That  provisions  of  this  section  ar^  available  to  a  city,  tovn, 
rsgional  school  district  or  any  other  district  that  is  unable 
to  meet  their  debt  obligations  upon  iB£turi"cy»    Politica.1  sub- 
divisions that  qualify,  as  explained  within  tlio  section  of 
procedures  b«lov,  will  hrve  their  debt  serrict  paid  by  the 
state  treasurer  froic  oonicrs  peyable  or  due  to  be  payable  frcr: 
the  state  traesury  to  the  subdivision  for  the  resiainder  of  the 
fls^ti  jiRsr*    ?\i?"i.herEor«,  in  the  case  of  insufficient  E'/nilt- 
bility,  the  stj^e  treasurer  vrill  continue  to  psiy  tl^is  ancjint 
renaining  in  dtiault,  as  soon  cc  practical  iji  the  next  fiscal 
year,  to  the  extent  that  there  are  lacnics  paj'abic  or  £rtixaated 
to  b€  payable  for  that  year. 

The  procedures  for  application  of  the  provisions  of  auction  19A 
are  as  follows: 

1.  A  city,  town  or  district  (including  a  refjional  school 
district)  treas-j.reir  laey  inj.tiate  tne  process  If  hs/slist  thir;hs 
that  they  cannot  or  are  likely  not  to  be  able  to,  in  whole  or 
In  part,  meet  a  required  maturing  debt  service  obligation. 

The  treasurer  must  notify  one  of  the  fcllowlxig: 

Ty^e  of  Ckivemgent  Pclitic<il  Office  or  Bos^  to 

be  NotifI?3: 

City  with  a  city  nianager  ...city  mans.ger 

City  without  a  city  loana^r. ...... .Tsay or 

Town  with  a  town  council  .....toun  cisirjirsr  or  town  co'uncil 

Town  without  a  town  co'vincil  board  of  gclectjaen 

Rsgio<nal  school  district. ......... .re-gicns.1  district  school  ccvr^2itt€» 

Otbar  type  district*.. *   .prudintisi  cossittes  or 

ccwtl  ssi  oners 

2.  If  upon  invactigationt  whotner  irj.ti'^^tsd  by  the  tr«-asurer 
or  not,  the  office  or  board  listc^d  in  1  abc?Tc  detcrminss  that 
a  payment  of  deb"*,  will  not  or  is  likely  not  to  b«  src^clij  ruch 
official  or  bor.rd  shall  c©rtif>'-  the  default  or  potential 
default  to  the  Comrd-ssionsr  of  Revenue. 

3.  The  Coni^iiEsioner  of  Pverenu*?,  upon  receipt  of  certifico-tion 
noted  in  sttp  2,  sb>all  iiiraediately  investigate  the  circu::ii£tances. 
If  this  investigation  cL5>ports  the  local  urat's  conrention, 

the  CoiTsiicSioner  of  Revenue  will  car-tify  -^hi  inability,  the 
amount  of  the  due  cr  overdufi  pajment  and  the  naae  of  tlxe  paying 
agent  to  the  ci;ate  tre^as'urer. 
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4.    Upon  receipt  of  the  Commissioner  of  Revenue's  certification, 
payment  will  be  made  by  the  state  treasurer,  after  approval 
by  the  Governor  and  Council  as  authorized  by  Article  XI  of  the 
Constitution  of  Massachusetts.    This  payment  will  be  made  either 
one  business  day  prior  to  the  due  date  of  the  debt  ser\''ice  or 
within  three  days  after  the  receipt  of  the  certification, 
whichever  is  later. 

Political  units  using  Section  19A  should  be  aware  of  certain 
other  features  such  as: 

1.  The  Commonwealth  may  charge  them  for  any  administrative 
costs  and  ajiy  losses  of  interest  income  as  a  result  of  any 
related  actions  therefore. 

2.  Any  payments  of  debt  service,  as  well  as  any  ether  chiarges 
made  by  the  Ccr^onv.^salth,  are  to  be  charged  against  the  rjrtourios 
otherwise  payable  or  becoriing  pa^'^ble  from  the  state  treasury 
to  the  city^  town  or  district. 

When  the  local  accounting  officer  receives  notification  of  such 
aid  withheld,  he  should  made  and  post  an  entr>',  as  follows: 

Dr.    Debt  Service  Appropriation  $xxxx 

Cr.  Estimated  Receipts  Sxxxx 

Amounts  withheld  by  the 
Stc.ce  Treasurer  to  cover 
pa^/ments  from  State 
Treasur}""  under  Chapter  4^, 
Section"'  19A. 

The  general  court  has  r-ecintly  adoptsd  several  enactments  that 
enable  a  city,  tovsTi,  regicnal  school  district  and  any  ether 
district  to  utilize,  under  certain  specific  conditions,  their 
state  aid  to  meet  debt  obligations. 
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Chapter  44A.  crrsatec  a  nev  debt  instruiDsnt  entitled  a  "qualified 
bond."    This  method  is  available  to  any  unit  thcit  choocee  to 
pursue  this  type  of  financing  as  long  as  they  fulfill  th» 
requirements  specified  in  Chapter  A^A  as  well  as  the  one 
dstersained  by  the  Eiaargency  Finance  Board.    Unlike  the  pro- 
visions of  Chapter  44,  Section  19A,  the  poli-cical  unit  doss 
not  have  to  be  in  financial  difficulty  in  order  to  utilize  th? 
bond.^  periiitted  under  this  "^Ghialified  Bond  Act."  FurthanEoro, 
this  act  doss  not  pDedgs  the  full  fcith  and  crsjdit  of  tlic 
Commonwealth  as  socurity  nor  does  it  guarcntce  that  there  will 
contmus  to  be  local  aid  distributions. 

Chaptiir  44p  S^tion  19A,  on  tbs  othsr  hrcsd,  is  strictly  iKisnt 
to  help  a  fiscally  troubled  local  govemsental  unit  from  going 
into  default  on  a  debt  ser^''ic©  cbli£:ation. 
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Tha  hereby  r<»qaests  the 

city,  town  or  reglon&l  school  districx 

Emergency  Finance  Board's  authorization,  as  provided  imder 

Chapter  hUA,  M.G.L,,  to  issue  bond(E)  pursuant  to  ths?  Qualified 

Bond  Act.    Such  action  has  been  cipprored  by  

coortcil  smd  city  Suinager," 

  Rt 

mayor,  selectmen  or  region£^  school  clctrict  school  conaaittee 

their  ,  19   meeting. 

d&te 

We  authorize  the  Board  to  commence  with  the  prescribed  .ijivcsctigation 
or  take  any  other  appropriate  action  as  rerquirerd  by  the  Act.  The 
cost  cjT  such  investigation  or  other  related  tctioc  vill  be  paid 
by  us.    V?e  underr.tsjid  tli&t  the  Ein.i3uii>  coct  oT.  tlii.s  Investigation 
will  be  t25C.OO. 

We  acknovledge  that  we  are  fazLiliar  vith  £.11  of  the  prorisions  of 
the  Ghmlified  Bond  Act  and  vill  adher*  to  all  of  its-  prov-isions. 

Amount  of  Prcposerd  BondCs)    ^   

TerE  Requested  


Purpose  or  Purposes  cf  Bond  ^G:-ue 


Respectfully  subirdtted 

Dated   Trecsurer  of   

city,  ■ccvn  or  Rf^-^^ionai.  Scnoo'i 
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Note:    In  addition  to  the  iniornation  requested  vithln  this 
px^iminary  application,  the  Board  vrould  appi^ff-ciote  the 
following: 

A.  A  certified  copy  of  the  vote  authorizing  the  incurrance  of 
this  debt  issue,  including  the  vote  ootait, 

B.  A  certified  copy  of  the  vote  authorising  the  treasurer's 
filing  of  this  application. 

C.  A  full  description  of  the  purpose  and  need  for  the  improve 
ments  to  be  financed  from  the  proceeds  of  the  proposed 
qualified  bond(s). 

D.  A  projected  cash  flov  stateinent  that  demonstrates  your 
entity's  ability  to  continue  to  provide  other  essential 
public  iEproveinents  end  services  and  to  pay  other  debt 
service  obligations  when  due  for  the  anticipated  period 
of  this  indebtedness. 

E.  .  A  copy  of  your  DOst  recent  financial  statement  (s). 

F.  A  debt  maturit\"  schedule. 

G.  A  capital  inprovsrsnt  budget  or  steteEent  of  estimatgfd 
requirements  for  the  next  five  (5)  years. 


Submission  of  the  Information  s^jgge sted  cbove  vill  assist  the 
Board  in  carrj-ing  out  its  required  investigation  on  a  timely 
basis. 

The  Board  must  act  within  sixty  (60)  dxiys  tftar  the  date  of  your 
subcissicn  or  your  tpplicaticn  will  be  ai'-tcaatics-lly  deemed 
as  disapproved.    Thersfor^f  it  is  iriportant  that  you  present 
as  HTjch  inforpcation  as  possible  to  suppcr-t  your  request  with 
this  pr^liminarj'  e;pplic£tion. 
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©nmu  nf  Sana 


Telephone 
(617)  555-1234 


©fftrr  of  ll]r  arrasurrr 


Sana,  IHassarliusrlls  D154D 


Isabella  Cash,  Treasurer 

May  15,  1986 

Emergency  Finance  Board 
c/o  Robert  Q.  Crane,  Treasurer 
Commonwealth  of  Massachusetts 
State  House,  Room  126A 
Boston,  MA  02133 

Dear  Mr.  Crane: 

The  voters  of  Dana,  Massachusetts,  during  the  Annual  Town  Meeting 
on  Saturday,  May  3,  1986,  approved  an  article  for  reconstruction 
remodeling  work  to  be  done  in  Fiscal  '87  on  two  (2)  of  its  school 
buildings.     The  voters  want  the  Town  to  replace  the  roof  on  the 
High  School  building  at  an  estimated  cost  of  $325,000  and  replace 
the  windows  and  sash  of  the  Clara  Barton  Elementary  School  for 
$183, 000. 

These  two  projects  total  $508,  000.    The  approved  method  to  fund 
is  borrowing.     Consequently  the  Town  desires  implementation  of 
the  general  obligation  bond  or  State  House  notes  for  this  purpose. 
Dana  expects  the  time  period  for  amortizing  same  as  five  (5)  years. 

On  behalf  of  the  Community,  therefore,  I  am  requesting  that  the 
Board  schedule  a  hearing  to  consider  approving  this  project. 

Respectfully  yours. 


Christian  McCartie 
Finance  Director 
Town  of  Dana 
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hllREAU  OF  ACC^.'JNTS 
INFORMATIONAL  GUIDELINE 


The  Commonwealth  of  Massachusetts 


DEPARTMENT  OF  REVENUE 


RELEASE    NO.  82-03 


Division  of  Local  Serv.ces 


SUBJECT : 


DEFINITION    OF    EMERGENCY  AND 


L  JOYCE  HAMPERS 


EDWARD  J.  COLLINS.  Jr. 


EXTREME  EMERGENCY 
Chapter    44,    Section    8    (9)  & 
Chapter    44,    Section  31  


COMMISSIONER 


DEPUTY  COMMISSIONER 


Background 

The  terms  "Eniergency"  and  "Extreine  Emergency" ,   as  appearing  in 
C.   44  S.   8,  CI.   9,   C.   35  S.   36A  and  C.   44  S.   31  of  the  General 
Laws,    lacked  definition.     The  Department  of  Revenue,  therefore, 
proposed  legislation  in  order  to  define  these  terms  as  they  re- 
lated to  municipal,   district  and  county  finance  issues. 

During  the  1981  session,   the  General  Court  adopted  a  definition 
for  "Emergency"  as  it  related  to  county  finance  matters  only. 
(See  C.   351  S.   149  of  the  Acts  of  1981  as  it  amended  C.    35  S.  36A 
of  the  General  Laws.)     In  an  effort  to  insure  consistency,  the 
Department  of  Revenue  refiled  the  clarifying  legislation  this  year, 
as  it  pertained  to  cities,   towns  and  districts. 

During  the  1982  session,   the  General  Court  approved  the  proposed 
legislation  and  on  April  1  the  governor  signed  the  bill  which  has 
become  C.   22  of  the  Acts  of  1982.     This  will  become  effective  on 
or  about  June  30. 


The  primary  purpose  of  this  law  is  to  clarify  the  terms  "Emergency" 
and  "Extreme  Emergency"  as  used  in  C.   44,  S.   8,   CI.   9  and  C.  44 
S.   31,   respectively,   of  the  General  Laws. 

Chapter  44,  Section  8,   Clause  9,  Massachusetts  General  Laws 

This  section  of  our  General  Laws  authorizes  the  borrowing  for 
"Emergency"  appropriations  by  a  city,    town  or  district  subject  to 
approval  by  a  majority  of  the  members  of  a  board  composed  of  the 
attorney  general,   the  state  treasurer  and  the  director  of  accounts. 
This  Board  has  become  known  as  the  Emergency   (loan)  Board.  (See 
Mass.   Register  No.   262  issued  May  21,   1981  for  the  regulations  and 
procedures  of  the  Emergency  Board.) 

The  term  "Emergency"  as  used  in  this  clause  is  defined  as  "...a 
sudden,   unavoidable  event  or  series  of  events  which  could  not  rea- 
sonably have  been  foreseen  or  anticipated  at  the  time  of  submission 
of  the  annual  budget  for  approval.     Emergency  shall  not  be  deemed 
to  include  the  funding  of  collective  bargaining  agreements  or  such 
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The  Commonwealth  of  Massachusetts 


DEPARTMENT  OF  REVENUE 


RELEASE    NO.  82-03 


Division  of  Local  Services 


L.  JOYCE  HAMPERS 


EDWARD  J.  COLLINS.  Jr. 


SUBJECT : 
DEFINITION    OF    EMERGENCY  AND 
EXTREME  EMERGENCY 


COMMISSIONER 


DEPUTY  COMMISSIONER 
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items  as  were  previously  disapproved  by  the  appropriating  authority 
for  the  fiscal  year  in  which  such  borrowing  is  sought."  (Emphasis 
added) 

Please  note  the  two  prohibitions  specified.     Union  contract  settle- 
ments and  previously  denied  appropriation  requests  may  not  be  funded 
through  an  emergency  loan. 

Chapter  A4 ,   Section  31,  Massachusetts  General  Laws 

This  section  of  our  General  Laws  deals  with  the  fundamental  issue  of 
municipal  finance  relative  to  appropriation  control.     The  primary 
purpose  of  this  section  is  to  place  a  restriction  on  the  expenditure 
of  public  funds.     Such  expenditures  may  not  exceed  their  authorized 
appropriation,   except  in  several  very  rare  and  uncontrollable  situ- 
ations . 

One  such  exceptional  situation  was  in  case  of  an  "Extreme  Emergency" 
as  declared  by  the  executive  branch  of  the  municipality.     The  term 
"Extreme  Emergency"  has  been  deleted  as  a  result  of  this  enactment. 

This  section,   as  amended  by  Chapter  22,  will  provide  for  expendi- 
tures in  excess  of  appropriations  "...in  cases  of  major  disaster 
(rather  than  extreme  emergency),   including,  but  not  limited  to, 
flood,    drought,    fire,   hurricane,   earthquake,    storm  or  other  catas- 
trophe, whether  natural  or  otherwise,  which  poses  an  immediate 
threat  to  the  health  or  safety  of  persons  or  property..."  (Emphasis 
added) 

The  objective  of  this  measure  is  to  grant  relief  for  a  reasonable 
period  of  time  that  will  be  sufficient  to  enable  the  city  or  town 
to  hold  a  special  council,   board  or  town  meeting  to  discuss  and 
vote  upon  permanent  repairs,   replacement,   etc.,   and  to  provide 
funding  therefore. 
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Chapter  10 
EFFECTIVE  CASH  MANAGEMENT 


IMPORTANCE  OF  CASH  MANAGEMENT 

Cash  management  is  a  significant  component  of  the  overall  financial 
management  of  a  government.     It  is  the  process  used  to  manage  the  funds 
available  to  a  local  governmental  entity  in  order  to  ensure  maximum  cash 
availability  and  maximum  yield  on  the  investment  of  idle  cash  resources. 

A  good  cash  management  program  benefits  a  jurisdiction  by  increasing 
nontax  revenues,  improving  the  control  and  timely  handling  of  cash,  in- 
creasing contact  with  the  financial  community,  and  possibly  by  lowering 
borrowing  costs  by  good  timing. 

A  municipal  finance  officer  once  offered  the  following  advice  regard- 
ing municipal  cash  management:     "The  best  advice  I  can  give  is  to  keep 
it  simple.     Don't  look  for  the  big  complicated  deal.     However,  you 
should  strive  for  the  best  return  that  is  available  on  your  investment. 
Keeping  idle  funds  working  will  give  you  returns  that  will  surprise  you 
and  really  be  found  money....     Keep  it  simple — keep  it  working." 

THE  GOALS  OF  CASH  MANAGEMENT 

The  primary  goals  of  a  cash  management  system  are: 

1.  To  maximize  the  amount  of  cash  available  to  meet  both  the  daily 
cash  requirements  of  the  municipality  and  the  amount  of  money 
available  for  investment  (or  alternatively,  to  reduce  temporary 
borrowing  to  meet  current  disbursements). 

2.  To  earn  the  maximum  reasonably  available  return  on  funds  invested 
allowing  for  safety,  liquidity,  and  yield. 

Other  important  goals  that  can  be  achieved  through  a  good  cash  man- 
agement program  are: 

1.  The  development  or  strengthening  of  internal  control  in  areas  of 
cash  receipts  and  cash  disbursements. 

2.  The  establishment  of  improved  collection  policies/practices  with 
respect  to  outstanding  taxes. 

3.  The  establishment  of  clear  lines  of  communication  and  authority 
between  the  treasurer  and  department  heads  relating  to  their  cash 
needs . 
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4.     Improved  professional  relationships  between  the  municipality,  its 
bankers,  and  members  of  the  investment  community. 

THE  ELEMENTS  OF  AN  EFFECTIVE  CASH  MANAGEMENT  PROGRAM 

The  basic  elements  of  a  cash  management  program  include: 

•  Banking  relations 

•  Preparing  a  cash  flow  statement 

•  Increasing  investment  income 

Each  of  these  will  be  discussed  in  turn  below. 


BANK  RELATIONS 

Not  all  banks  charge  the  same  for  their  services,  nor  do  they  give 
the  same  rates  on  loans  and/or  investments.     Treasurers  should  be  aware 
of  the  range  of  services  available  from  banks  and  should  periodically 
evaluate  the  cost  effectiveness  of  the  services  they  are  receiving. 
Treasurers  should  also  try  to  ensure  that  enough  banks  will  bid  on  the 
borrowings  to  provide  necessary  funds  at  competitive  rates.  Whether 
borrowing  or  investing,  at  least  three  bids  should  be  solicited  from 
both  local  and,  if  necessary,   large  regional  banks. 

Be  sure  to  review  all  of  your  checking  accounts  critically,  try  to 
funnel  all  activity  into  one  account,  and  use  a  uniform  system  of  forms 
and  procedures  for  all  collection,  deposit,  and  disbursement  activity. 
Since  another  chapter  of  this  manual  is  devoted  to  banking  relations,  no 
further  discussion  is  provided  here. 

CASH  FLOW  STATEMENTS 

In  order  to  Implement  an  effective  cash  management  program,  a  treas- 
urer must  prepare  a  cash  flow  statement,  sometimes  called  a  cash  budget. 
Cash  budgeting  involves  the  estimation  of  cash  receipts  and  cash  dis- 
bursements to  determine  cash  availability. 

From  an  annual  budget,  a  town's  payment  and  collection  records,  and 
double  checking  with  past  cash  flow  patterns,  a  cash  manager  should  be 
able  to  identify  the  municipality's  major  cash  items. 

The  exhibit  on  pages  10-13  -  10-17  lists  some  of  the  more  common 
receipts  and  disbursements  of  local  governments. 
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Estimating  Collection  Receipts 


Local  taxes  and  state  and  other  intergovernmental  aid  are  the  primary 
sources  of  funds.     Using  the  community's  treasury  and  accounting  rec- 
ords, it  should  be  possible  to  determine  collections  on  a  raonth-to-month 
and  hopefully  even  week-to-week  basis  (at  least  once  real  and  personal 
property  tax  bills  are  issued).     To  identify  these  patterns,  the  cash 
manager  usually  develops  a  table  that  shows:     (I)  the  type  of  receipt, 
(2)  the  amount  or  the  total  amount  due,  (3)  the  month  when  each  portion 
of  that  receipt  was  collected.     If  flows  are  traced  back  two  or  three 
years,  enough  information  should  be  available  to  produce  a  recognizable 
pattern.     (Please  refer  to  Historical  Cash  Flow  Data  Analysis  on  page 
10-19. ) 

These  historical  patterns  of  cash  flows  are  reassessed  in  light  of 
the  estimates  of  new  events.     There  is  naturally  much  uncertainty  in 
these  adjusraents,  but  a  cash  manager  should  make  a  best  guess  based  on 
experience.     He  or  she  is  worse  off  if  (s)he  ignores  probable  events 
simply  because  the  timing  and  amount  are  difficult  to  predict. 

Forecasting  Disbursements 

On  the  disbursements  side,  payroll  accounts  for  approximately  70%  of 
most  local  government  budgets.     Because  of  its  importance,  personnel 
expenditures  should  be  identified  first. 

Personnel  expenditures  are  relatively  constant  and  therefore  can  be 
reliably  predicted.     A  cash  manager  would  use  payroll  records  or  the 
upcoming  budget  to  determine  the  yearly  personnel  costs.   (S)he  then 
divides  that  amount  by  the  number  of  pay  periods  for  the  gross  payroll. 
The  gross  payroll,  however,  is  not  the  amount  disbursed.     The  gross, 
minus  federal  and  state  income  taxes  and  fringe  benefits  such  as  workers 
compensation  and  retirement,  is  the  net  cash  outflow.     The  forecast 
should  also  include  adjustments  for  seasonal  or  temporary  workers  and 
seasonal  payments  such  as  vacation  advances  in  the  summer  months. 

Disbursements  for  withholding  taxes  and  benefits  are  also  signifi- 
cant.    The  forecasts  for  these  items  are  calculated  in  approximately  the 
same  manner.     As  an  illustration,  assume  that  payments  to  the  county 
retirement  system  occur  monthly.     The  amount  disbursed  to  the  retirement 
system  on  the  due  date  equals  the  total  withheld  for  that  month.  This 
amount  may  be  calculated  by  adding  all  the  deductions  from  weekly  pay- 
rolls and  multiplying  by  the  number  of  pay  periods  falling  within  a 
particular  month. 

In  forecasting  personnel  disbursements,  a  town  treasurer  should  try 
to  estimate  the  actual  cash  disbursement  if  it  deviates  from  the  bud- 
geted or  authorized  amounts.     Budgeted  amounts  change  only  with  supple- 
mental appropriations,  while  authorized  amounts  change  with  the  increase 
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or  decrease  of  actual  employees.  For  all  disbursements,  calculate  care- 
fully the  effect  of  changes  (if  any)  on  actual  cash  flows. 

Once  the  payroll  disbursements  have  been  forecast,  the  cash  manager 
should  then  forecast  other  cash  payments.     This  might  be  accomplished  by 
analyzing  each  departmental  budget  for  nonpayroll  items  and  then  choos- 
ing the  more  expensive  items  first.     Discussions  with  the  department 
official  familiar  with  expenditures  should  reveal  the  pattern  of  past 
cash  disbursements  for  these  items  and  the  predicted  pattern  and  amount 
of  disbursement  for  the  upcoming  year.     Care  should  be  taken  to  ensure 
that  these  amounts  coincide  with  the  treasurer's  sense  of  reasonable 
payments  and  past  disbursement  experience.     Department  officials  may 
have  incorrect  impressions  of  their  department's  cash  disbursements 
because  they  do  not  usually  monitor  the  timing  and  volume  of  cash 
outflows. 

The  exhibit  on  page  10-21  (Fiscal  Year  Receipts/Expenses)  shows  a 
time  line  for  estimating  major  receipts  and  disbursements.     Pages  10-13 
-  10-17  at  the  end  of  this  chapter  list  typical  receipt  and  disbursement 
items. 


Analyzing  Cash  Flow  and  Preparing  a  Budget 

At  a  minimum,  cash  flow  data  should  be  prepared  on  a  monthly  basis 
for  the  current  year.     Larger  communities  with  significant  budgets  may 
wish  to  compile  information  daily,  weekly,  or  biweekly  to  get  the  most 
useable  and  meaningful  information. 

Cash  flows  are  constructed  from  two  main  types  of  inflows  and  out- 
flows of  cash:     recurring  types,  which  can  be  anticipated  regularly 
month  after  month,  such  as  property  taxes  or  payroll  expenses;  and 
extraordinary  types,  which  result  from  items  or  nonrecurring  programs, 
such  as  federal  grants  or  capital  expenditures. 

A  cash  manager  should  use  past  history  of  major  collections  and  dis- 
bursements (the  previous  three  to  five  years  provides  the  best  data)  to 
identify  recurring  patterns  and  then  adjust  these  flows  for  predicted 
changes  in  the  timing  of  the  patterns  and  for  anticipated  rises  and 
falls  of  amounts. 

The  extrapolation  of  past  trends  into  the  future  must  be  tempered  by 
one's  knowledge  of  future  events.     This  is  extremely  useful  to  help 
forecast  future  receipts  and  disbursements  for  which  historical  data  is 
not  representative  and  to  adjust  past  projections  of  receipts  and 
disbursements. 

The  municipality's  operating  budget  can  provide  those  who  are  prepar- 
ing the  cash  flow  analysis  with  useful  and  necessary  information.  In 
particular,  the  percentage  increase  in  payroll  and  other  expenditures, 
significant  increases  in  areas  with  seasonal  spending  patterns,  and 
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funding  of  any  new  programs  with  unusual  revenue  or  expenditure  patterns 
can  be  found  in  the  budget. 

The  current  year's  operating  budget,  the  capital  budget,  ?nd  communi- 
cation with  department  heads  provide  information  for  making  projections 
on  special  cash  flow  items.     The  exhibit  on  page  10-23  shows  a  projec- 
tion of  the  flow  of  receipts  and  disbursements  related  to  special  reve- 
nues and  expenditures.     Historical  information  and  analysis  of  these 
types  of  items  would  usually  serve  no  purpose  for  projecting  the  future. 

Because  cash  availability  is  the  first  concern  of  cash  management, 
some  treasurers  follow  the  rule  of  being  conservative  about  estimating 
receipts  of  funds  and  liberal  about  estimating  disbursements  in  prepar- 
ing a  cash  budget.     For  instance,   they  might  budget    a  receipt  that  is 
expected  toward  the  end  of  one  month  for  the  following  month  in  pro- 
jecting raonth-by-raonth  cash  flow.     It  is  probably  best  to  err  on  the 
conservative  side.     Nevertheless,  accuracy  is  the  most  important  factor 
in  estimating  and  managing  the  municipality's  cash. 

The  example  on  page  10-24  shows  a  final  cash  budget.     The  historical 
projections  and  estimates  of  special  receipts  and  disbursements  have 
been  adjusted  based  on  the  knowledge  of  the  cash  manager  of  significant 
operational  changes  and  unusual  items. 

SUGGESTIONS  FOR  IMPROVING  CASH  FLOW 

The  amount  of  available  cash  can  be  increased  by  speeding  up  cash  re- 
ceipts.    There  are  a  number  of  ways  in  which  deposits  can  be  expedited: 

•  daily  deposits 

•  use  of  lock  box 

•  wire  transfer  of  state  aid 

•  prompt  application  for  reimbursement  of  state/federal  grants 

For  departments  with  a  large  cash  flow  (e.g.,  parking,  school  lunch), 
consider  having  department  personnel  deposit  directly  into  an  account 
specified  by  the  treasurer  and  report  to  the  treasurer  with  a  deposit 
receipt  provided  by  the  bank.     This  saves  time  and,  since  the  bank  will 
check  the  accuracy  of  the  deposit,   it  may  improve  precision. 

Large  checks  should  be  deposited  immediately.     For  example,  escrow 
payments  received  from  banks  for  real  estate  taxes  will  probably  arrive 
at  a  time  when  a  collector  is  too  busy  to  process  them.     If  this  is  the 
case,  deposit  slips  should  be  prepared  and  the  deposit  made  immediately. 
A  duplicate  copy  of  the  deposit  slip  with  the  escrow  payments  can  be 
processed  when  convenient.     The  money  is  thus  in  the  bank,  available  for 
investment. 
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The  collector  should  be  encouraged  to  make  use  of  tax  takings  and 
other  remedies  allowed  by  law  to  expedite  collection  of  unpaid  taxes. 
Treasurers  should  proceed  with  tax  foreclosures  and  sales  of  land  of  low 
value  as  soon  as  the  law  allows. 

Cash  flow  can  also  be  improved  by  careful  scheduling  of  cash  dis- 
bursements.    For  example,   the  public  works  department  may  have  an  appro- 
priation to  purchase  several  new  trucks  and  other  equipment.     If  practi- 
cal,  arrange  for  the  delivery  of  equipment  no  earlier  than  April  when 
the  second  half  tax  payments  are  received  so  that  funds  will  be  on  hand 
to  pay  the  bill.     This  minimizes  the  need  for  borrowing  in  anticipation 
of  revenue. 

Age  your  payables  (i.e.,  pay  bills  which  offer  discounts  first,  and 
hold  other  payments  until  the  due  date)  where  possible.     If  market  con- 
ditions permit,   the  issuance  of  debt  could  be  scheduled  so  that  payments 
are  due  when  the  community's  revenues  are  at  maximum.     Cash  flow  sched- 
ules should  be  available  for  all  capital  projects  so  that  you  can  keep 
the  maximum  amount  invested. 


10  SUGGESTIONS  FOR  IMPROVING  CASH  MANAGEMENT 

1. 

Obtain  numerous  compeCitive  bids  to  obtain  best  rates  for  banking 
services . 

2. 

Use  cash  flow  analysis  to  determine  maximum  interest  on  reserves 
and  best  times  for  major  purchases. 

3. 

Deposit  all  receipts  immediately. 

4. 

Proceed  as  quickly  as  possible  with  foreclosures  and  sales  of  land  of 
low  value. 

5. 

Have  departments  with  large  daily  receipts  (i.e.,  parking,  school 
lunch)  make  deposits  directly. 

6. 

Establish  concentration  accounts  to  obtain  higher  interest. 

7. 

Schedule  disbursement  as  late  as  possible. 

8. 

Take  advantage  of  discount  rates. 

9. 

Arrange  delivery  of  large  purchases  (i.e.,  fire  trucks)  soon  after 
deadline  for  real  estate  tax  receipts. 

10. 

Make  prudent  investments. 
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INVESTING  AVAILABLE  CASH 


To  maximize  interest  income,  you  must  know  how  much  money  is  availa- 
ble to  invest.     To  do  this  you  must  address  the  following  questions: 

•  How  much  cash  is  on  hand? 

•  How  much  money  is  needed  to  meet  this  week's  or  month's  (and  each 
week's  or  month's)  warrant? 

•  How  much  money  will  be  deposited  this  week  or  month  (and  each  week 
or  month)? 

This  information  can  be  used  as  a  basis  for  planning  to  maximize  inter- 
est income.     By  keeping  a  chart  of  deposit  accounts  such  as  the  bank 
ledger  shown  in  Chapter  3,  adding  the  daily  deposits,  and  subtracting 
payable  warrants  and  transfers,  the  treasurer  can  determine  exactly  how 
much  cash  is  available.     The  cash  flow  budget  allows  the  treasurer  to 
determine  for  what  length  of  time  it  is  safe  to  make  investments. 

The  Yield  Curve 

The  cost  of  money  varies  according  to  the  length  of  time  for  which  it 
is  to  be  borrowed  or  loaned.     Generally,  longer  time  periods  are  deemed 
to  have  a  greater  risk  associated  with  them  and  thus  command  higher 
interest  rates.     This  is  good  news  when  you  are  capable  of  investing  for 
longer  time  periods  and  bad  news  when  you  need  to  borrow  for  longer  time 
periods.     In  general,  use  a  cash  flow  budget  to  plan  investments  for  the 
longest  time  periods  which  is  reasonable  to  get  the  highest  yield  on 
investments. 

Several  banks  issue  bulletins  showing  what  they  are  paying  on  differ- 
ent types  of  investments  over  varying  time  periods.     These  are  helpful 
in  staying  up  to  date  with  the  trend  on  interest  rates.     Most  banks 
would  be  glad  to  put  you  on  their  mailing  lists  if  so  requested.  ("The 
Money  Desk,"  on  page  10-25,   is  a  sample  from  one  bank.) 

TYPES  OF  INVESTMENTS 

An  investment  is  the  utilization  of  money  in  the  expectation  of 
future  returns  in  the  form  of  income.     The  use  of  investments  to  improve 
return  on  capital  is,  when  carefully  done,  an  excellent  way  to  earn 
income,  but  appropriate  attention  must  be  given  to  liquidity,  security, 
and  yield.     Liquidity  is  the  quality  of  being  readily  convertible  into 
cash  without  substantial  transaction  cost.     Security  is  the  quality  of 
being  sure  that  the  obligation  will  be  fulfilled  in  a  timely  fashion. 
Yield  is  the  measure  of  effective  return  on  an  investment,  usually 
expressed  as  a  percent. 
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The  risk  of  financial  loss  to  the  municipality  should  always  be 
weighed  in  making  investments.     Even  if  legally  permitted,  high-risk  or 
speculative  investments  should  be  avoided. 

The  example  provided  on  pages  10-27  -  10-29  displays  investment 
instruments  which  are  legal  under  Massachusetts  law  and  provides 
additional  information  about  them. 


Certificates  of  Deposit 

Referred  to  as  CDs,  Certificates  of  Deposit  are  issued  for  funds 
deposited  in  a  commercial  bank,  savings  and  loan  institution,  or  mutual 
savings  bank  for  a  fixed  period  of  time  and  earning  interest  at  a  speci- 
fied rate.     CDs  provide  a  useful  instrument  for  short-term  investment 
(usually  over  30  days).     They  are  available  in  almost  any  denomination, 
although  most  have  a  minimum  denomination.     Interest  is  paid  on  the 
certificate's  face  value,  and  accrues  on  a  360-day  or  365-day  basis. 
Rates  vary  depending  on  the  length  of  time  for  which  they  are  issued, 
the  amount  of  money  deposited,  and  the  prevailing  market  rate.  Rates 
also  vary  among  banks,  making  it  important  to  get  quotes  from  a  number 
of  banks. 

A  CD  is  not  considered  a  liquid  investment  because  a  CD  is  a  fixed- 
term  deposit,  which  means  that  cash  cannot  be  obtained  immediately 
unless  a  substantial  early  withdrawal  penalty  is  paid.     In  fact,  a  bank 
can  legally  refuse  to  give  your  money  back  if  you  try  to  redeem  a  CD 
before  maturity. 

A.  CD's  lack  of  liquidity  may  make  it  a  less  desirable  investment 
unless  a  municipality  can  genuinely  afford  to  leave  the  money  in  the 
bank.     For  example,   if  $100,000  is  put  into  a  CD  and  it  is  then  dis- 
covered that  there  are  not  enough  funds  on  hand  to  meet  next  week's 
payroll,   it  might  cost  a  fair  amount  of  money  to  get  the  funds  back. 

If  a  community  can  afford  to  tie  up  money,  a  CD  is  a  good  vehicle  for 
obtaining  fixed  interest  rates  for  a  fixed  period  of  time.     The  timing 
of  this  investment  is  important,  since  if  a  CD  were  purchased  when 
interest  rates  were  at  a  peak,  it  would  continue  to  earn  a  high  rate 
until  it  matured,  while  if  a  CD  were  bought  when  interest  rates  were  at 
rock-bottom,   the  CD  would  be  paying  low  yields  while  money  market 
accounts  might  be  earning  higher  rates. 

U.S.  Treasury  Bills 

Treasury  bills  are  bearer  obligations  of  the  United  States  government 
which  are  issued  on  a  discount  basis;  that  is,  you  buy  them  at  less  than 
the  face  value  and  get  the  face  value  when  they  are  redeemed.     The  dif- 
ference between  what  you  paid  and  what  you  get  back  is  the  interest 
income.     Treasury  bills  are  backed  by  the  full  faith  and  credit  of  the 
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U.S.  government  and  are  considered  the  safest  investment.     Because  of 
their  relative  safety  and  marketability  (there  is  a  very  active  secon- 
dary market),  T  Bills,  as  they  are  called,  generally  have  lower  yield 
than  do  comparable  short-terra  investments. 


MAJOR  INVESTMENT  OPTIONS 

• 

Certificates  of  Deposit 

• 

U.S.  Treasury  Bills 

• 

Repurchase  Agreements 

• 

Money  Market  Deposit  Accounts 

• 

Massachusetts  Depository  Trust 

• 

U.S.  Government  Agency  Obligations 

Repurchase  Agreement 

A  repurchase  agreement  or  "Repo"  is  a  simultaneous  agreement  between 
the  buyer  and  seller  of  certain  securities  to  purchase  and  resell  back 
to  the  original  seller  at  a  specified  date  and  price.     One  advantage  of 
a  Repo  is  that,  depending  on  the  initial  agreement,   there  is  no  minimum 
period  of  time  for  which  it  must  be  negotiated.     It  can  be  for  a  fixed 
period  of  time,  on  demand,  or  renewable  on  a  day-to-day  basis,  but  can- 
not be  for  more  than  90  days.     In  Massachusetts,   the  underlying  security 
must  be  a  U.S.  government  or  agency  obligation  (44:55). 

While  Repos  are  ideally  flexible  as  to  timing,   there  can  be  problems 
associated  with  their  use.     In  the  past,  certain  banks  have  used  the 
same  security  for  several  simultaneous  repurchase  agreements.  Because 
of  this,  the  treasurer  should  always  take  possession  of  the  underlying 
Instrument  or  receive  written  notification  of  the  transaction  for  a 
third-party  trustee,  which  holds  the  underlying  security  on  behalf  of 
the  municipality.     Without  this  precaution,  the  town  might  be  in  a 
legally  ambiguous  state  if  the  bank  did  default. 

Money  Market  Deposit  Accounts  (MMDAs) 

Most  banks  provide  MMDAs  to  municipalities.     While  they  may  be  given 
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different  names  by  individual  banks,  they  are  essentially  the  same  type 
of  investment:  a  depositor  has  an  unsecured  share  in  the  general  money 
market  Investments  of  the  bank. 

Following  are  examples  of  restrictions  on  a  typical  account.  General 
requirements  may  vary,  so  they  should  be  verified  with  individual  banks: 

•  there  is  usually  a  minimum  daily  balance  requirement; 

•  no  maximum  balance  limitation; 

•  the  rate  is  determined  frequently  (often  weekly); 

•  interest  may  be  compounded; 

•  no  minimum  or  maximum  requirements  on  dollar  amounts  or  frequency 
of  deposits; 

•  rate  will  drop  if  balance  falls  below  minimum  requirement; 

•  limits  on  the  number  of  check  withdrawals  (often  limited  to  six  per 
month),   but  can  have  unlimited  transfers  from  one  account  to 
another;  and 

•  there  is  a  maximum  of  $100,000  FDIC  insurance  (see  "Legal  Invest- 
ments for  Local  Units  of  Government  in  Massachusetts"  on  pages 
10-27  -  10-29). 

MMDA  type  accounts  are  ideal  for  obtaining  high  yields  while  still 
keeping  funds  liquid.     In  the  opinion  of  many  treasurers,  every  munici- 
pality should  have  at  least  one  money  market  account.     It  is  up  to  each 
treasurer  to  determine  how  much  should  be  kept  there.     It  is  always  com- 
forting to  know  that  some  funds  are  earning  a  good  rate  of  interest  and 
can  be  withdrawn  anytime  without  penalty. 

Massachusetts  Municipal  Depository  Trust 

The  state  treasurer  is  authorized  to  establish  one  or  more  combined 
investment  funds  and  to  sell  participation  units  to  local  governments. 
With  the  advice  of  an  investment  advisory  council,  the  state  treasurer 
adopts  rules  and  regulations  necessary  to  administer  the  funds.     At  the 
present  time,  the  only  pooled  investment  which  is  available  to  local 
treasurers  is  the  Massachusetts  Municipal  Depository  Trust. 

The  MMDT  is  an  investment  pool  which  is  professionally  managed.  It 
invests  in  money  market  securities  such  as  CDs,  T  Bills,  Repos,  etc. 
Participants  purchase  shares  in  the  pool  by  depositing  funds.     There  are 
no  rainimums  on  either  the  amounts  deposited  or  on  the  length  of  time 
they  are  left  on  deposit.     The  MMDT  offers  liquidity  through  ready 
access  similar  to  a  regular  checking  account.     Similar  to  an  MMDA, 
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interest  rates  are  subject  to  fluctuation  and  are  not  quaranteed,  but 
are  generally  quite  good. 

U»S.  Government  Agency  Obligations 

Agency  obligations  include  debt  issued  by  the  Federal  National 
Mortgage  Association  ("Fannie  Mae")  and  the  Federal  Home  Loan  Mortgage 
Corporation  ("Freddie  Mac")  and  are  often  used  to  secure  repurchase 
agreements.     "Agencies"  tend  to  have  a  higher  yield  than  comparable 
"Treasuries,"  and  while  not  backed  by  the  full  faith  and  credit  of  the 
U.S.  government,  they  are  considered  reasonably  secure  investments. 

SECONDARY  MARKETS 

Primary  markets  allow  investors  to  bid  directly  for  the  purchase  of  a 
security  with  the  issuer  and,  in  that  way,   tend  to  provide  more  favora- 
ble prices.     Secondary  markets  allow  an  investor  to  purchase  a  security 
on  other  than  the  date  of  issuance  or  to  sell  a  security  prior  to  its 
maturity  date.     In  this  way,  a  security  achieves  "liquidity." 

General  economic  conditions  affect  interest  rates  which  in  turn 
determine  the  market  behavior  of  securities  in  both  primary  and  second- 
ary markets.     Confidence  in  a  particular  security  can  also  affect  its 
behavior.     Confidence  is  determined  by  an  investor's  perceptions  of  the 
financial  health  of  the  institution  or  collateral  behind  the  security. 
It  tends  to  be  most  important  in  determining  the  strength  and  activity 
of  a  security  in  the  secondary  market.     For  instance.  Treasury  Bills  are 
always  very  active  in  both  primary  and  secondary  markets  because  they 
are  backed  by  the  U.S.  government.     Understanding  how  markets  behave 
under  a  variety  of  conditions  and  gaining  a  feel  for  how  various  securi- 
ties will  be  affected  is  a  skill  acquired  through  day-to-day  experience 
and  the  study  of  the  characteristics  of  securities. 

INVESTMENT-RELATED  MATTERS 

Governments  in  Massachusetts  borrow  for  a  variety  of  reasons,  such  as 
to  fund  a  temporary  cash  deficit  or  to  finance  the  construction  of  pub- 
lic works.     It  is  important  to  know  that  the  investment  of  borrowed 
funds  (arbitrage)  is  heavily  regulated  by  the  federal  government.  The 
treasurer  should  work  with  a  bond  counsel  to  determine  the  status  of 
existing  and  proposed  federal  laws  and  regulations,  and  should  do  so 
before  the  money  is  actually  borrowed  since  arbitrage  regulations  can 
affect  the  timing  of  a  borrowing  as  well  as  the  investment  of  the  pro- 
ceeds.    Please  refer  to  the  chapter  on  Borrowing  for  a  more  complete 
explanation  of  arbitrage. 

A  tool  that  municipal  treasurers  will  find  helpful  is  the  "interest 
and  discount  time  teller  calendar."    This  summarizes  elapsed  time  and 
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maturities  at  a  glance.     Some  banks  will  make  this  available  to  a  treas- 
urer's office  (see  page  10-31,  "Time  Teller  Calendar").     For  each  day  of 
the  year,   the  time  teller  calendar  tells  how  many  days  from  today  to  any 
date  in  the  next  nine  months.     Thus,   from  use  of  this  calendar,  it  is 
easy  to  determine  that  a  180-day  investment  made  on  Monday,  December  1, 
1985,  will  mature  on  Saturday,  June  14,  1986. 

Every  cash  manager  should  keep  records  of  all  investments.     A  treas- 
urer can  design  his  or  her  own  forms,  but  the  forms  must  make  it  pos- 
sible to  record  all  the  necessary  information  to  provide  an  accurate 
picture  of  each  transaction.     The  "Investment  Register"  on  page  10-32 
illustrates  one  such  form  that  can  be  used  to  record  investment  trans- 
actions made  in  person,  by  mail,  or  even  over  the  telephone.  When 
making  a  transaction  over  the  telephone,   it  should  always  be  confirmed 
in  writing  as  soon  as  possible. 

It  is  important  to  remember  the  limitations  on  deposits  to  any  one 
bank.     Chapter  44,  section  55,  specifies  that  a  municipality  may  not  at 
any  one  time  have  on  deposit  in  a  bank  or  trust  company  an  amount  ex- 
ceeding 60%  of  the  capital  and  surplus  of  that  institution  (see  Massa- 
chusetts General  Law,  44:55  and  55A,  cited  on  page  10-33),  and  that  the 
total  of  all  the  municipality's  accounts  must  not  exceed  60%  of  the 
bank's  net  equity.     If  a  treasurer  wants  to  exceed  the  limit,  the  bank 
must  pledge  additional  securities  to  cover  the  deposits.  Treasurers 
should  have  these  securities  in  their  custody  until  such  time  as  they 
wish  to  release  them.     Any  bank  will  provide  a  copy  of  their  latest 
"Statement  of  Condition"  from  which  it  is  possible  to  determine  their 
capital  and  surplus. 

Chapter  44,   section  55A,  absolves  treasurers  of  any  personal  liabili- 
ty if  funds  are  placed  lawfully,  and  in  good  faith,  and  in  the  exercise 
of  due  care  in  a  bank  organized  under  the  laws  of  the  Commonwealth  or  in 
a  national  bank  doing  business  in  the  Commonwealth.     Note  that  this  law 
does  not  mention  any  financial  institution  outside  the  Commonwealth, 
except  for  the  city  of  Boston.     This  omission  should  be  considered  care- 
fully in  selecting  a  bank  because  treasurers  are  not  absolved  of  lia- 
bility if  they  invest  in  a  bank  outside  of  Massachusetts. 

CONCLUSION 

Chapter  740  of  the  Acts  of  1985  (see  pages  12-21  -  12-30)  requires 
that  all  municipal  monies,  except  those  required  to  be  kept  liquid  for 
purposes  of  distribution,  must  be  productively  invested  at  the  "highest 
possible  rate  reasonably  available,  taking  account  of  safety,  liquidity, 
and  yield."    Thus,  each  municipal  treasurer  has  a  legal  obligation  to 
invest  wisely,  prudently,  and  effectively.  This  goal  can  be  achieved 
through  the  implementation  of  an  effective  cash  management  program. 
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TYPICAL  RECEIPTS  AND  DISBURSEMENTS 


Receipts 
Property  Taxes 

Characteristics 

•  Major  portion  of  revenues 

•  Collected  semi-annually 

Projection  techniques 

•  From  historical  collection  information,  construct  three-year 
history  of  tax  collections 

•  From  annual  budget,  determine  gross  tax  levy  and  reduce  by 
abatement  or  overlay  and  amount  uncollectible 

•  Apply  net  tax  levy  to  historical  collection  percentages 
developed  in  first  step 

•  Adjust  for  anticipated  changes  in  collection  patterns 

Potential  adjustments 

•  Changes  in  anticipated  abatement  awards  or  uncollectable  amounts 

•  Economic  upturns  or  downturns 

•  Changes  in  the  date  bills  are  issued 

Federal  and  State  Aid 

Characteristics 

•  Significant  portion  of  revenues 

•  Federal  aid  includes  general  revenue  sharing,  education,  and 
categorical  grants 

•  State  aid  includes  aid  for  education  and  other  programs 

•  Collected  quarterly,  semi-annually,  or  on  a  reimbursement 

Projection  techniques 

•  Review  annual  budget  to  identify  all  reimbursable  or  chargeable 
programs  and  their  estimated  amounts 

•  Discuss  with  department  personnel  timing  of  program  expenditures 
and  claims  processing  (where  possible,  control  collection  by 
timely  submission  of  claims) 

•  Determine  nature  of  payments,  whether  cash  adavance,  letter-of- 
credit,  or  claim  reimbursement 

•  Discuss  with  federal  and  state  payment  agencies  timing  of 
anticipated  payments 

Potential  adjustments 

•  Changes  in  federal  or  state  programs 

•  Delay  or  acceleration  of  program  expenditures 

•  Changes  in  amounts  of  program  expenditures 

•  Changes  in  claim  approval  process  or  payment  process  by  federal 
or  state  agencies 
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Departmental 

Characteristics 

•  Includes  user  payments  for  hospital,   library,  and  water  and 
sewer  services 

•  Departments  may  collect  these  receipts.     If  so,  timing  and 
amount  of  revenues  depends  on  agency  efficiency  in  billing  and 
collection  and  remittance  agreements  with  municipal  collector 

Projection  techniques 

•  Using  historical  collection  patterns,  agency's  annual  budget, 
and  discussions  with  agency  personnel,  construct  collection 
history  and  apply  amount  of  anticipated  annual  revenues 

Potential  adjustments 

•  Changes  in  fees  or  rates 

•  Increase  or  decrease  in  usage 

•  Changes  in  agency  collection  procedures 

Other  Revenues 

Characteristics 

•  Includes  cash  collections  from  parking  meters,  golf  courses,  and 
other  services  as  well  as  licenses,  fines,  and  subscriptions 

•  Small  portion  of  revenues 

Projection  techniques 

•  If  amounts  are  material  (greater  than  $5,000  for  any  forecast 
horizon),  take  estimated  annual  amount  and  apply  evenly  through- 
out collection  period.     For  any  major  amounts,  apply  in  accord- 
ance with  collection  history 

Potential  adjustments 

•  Changes  in  rates,   fees,  or  fines  (assure  that  upcoming  amounts 
are  reasonable) 

•  Changes  in  usage  or  delinquency 

Disbursements 
Salaries  and  Wages 

Characteristics 

•  Usually  at  least  70%  of  general  fund  budget 

•  Very  predictable 

Projection  techniques 

•  From  annual  budget  and  payroll  records,  determine  annual  payroll 
disbursements 

•  Eliminate  payroll  deductions  to  find  net  cash  outflow 


10-14 


•  Divide  annual  net  outflow  into  forecasting  periods  in  accordance 
with  payment  due  dates 

Potential  adjustments 

•  Changes  in  number  of  employees 

•  Increase  or  decrease  in  salaries  and  wages 

•  Seasonal  or  overtime  payments 

•  Changes  in  group  insurance,  income  taxes,  and  other  deductions 
Payroll  Taxes 

Characte  ristics 

•  Includes  federal  income  taxes,  state  income  taxes,  retirement, 
and  state  unemployment  taxes 

•  About  30%  of  payroll  expenditures 

Projection  techniques 

•  From  the  salaries  and  wages  forecast,  determine  annual  payroll 
tax  disbursements 

•  Estimate  amount  required  on  due  dates  by  dividing  annual  taxes 
into  quarterly  or  semi-annual  payments 

Potential  adjustments 

•  See  Salaries  and  Wages 

•  Changes  in  tax  rates 

Debt  Service 

Characteristics 

•  Payments  determined  by  fixed  schedule 

Projection  techniques 

•  From  debt  maturity  and  coupon  redemption  schedules,  determine 
amount  due  on  redemption  dates 

Potential  adjustments 

•  Additions  of  new  debt  issues  or  adjustments  for  refinancings  in 
upcoming  year 

Capital  Expenditures 

Characteristics 

•  Irregular,  plans  often  change 

Projection  techniques 

•  Develop  separate  cash  flow  estimates  for  each  project 

•  From  construction  contracts,  determine  total  construction  costs 

•  From  discussions  with  construction  supervisors,  determine  proba- 
bility of  cost  increases,  pace  of  construction,  and  likely  pay- 
ment patterns 

•  Estimate  the  timing  and  amount  of  payments 
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•  Deduct  retainage  from  in-progress  payments,  and  add  back  to 
final  payment 

Potential  adjustments 

•  Changes  in  construction  schedules  (develop  advanced  warning 
system  with  construction  supervisor) 

Employee  Benefit  Plans 

Characteris  t  ics 

•  Includes  funded  pension  plans,  health  insurance,  group  life 
insurance,  and  disability  income  plans 

Projection  techniques 

•  As  specified  in  contracts,  estimate  amounts  due  on  each  payment 
date 

Potential  adjustments 

•  Changes  in  insurance  rates 

•  Changes  in  number  of  employees 

•  Changes  in  number  and  nature  of  plans  in  employee  benefit 
package 

•  Changes  in  number  of  employees  qualifying  for  benefits,  such  as 
new  retirees 

Materials  and  Supplies 

Characteristics 

•  Usually  minor  portion  of  expenditures 

•  Includes  office  supplies,  stationery,  postage,  printed  forms, 
vehicle  supplies,  and  texbooks  and  school  supplies  (usually 
purchased  during  the  summer) 

Projection  techniques 

•  From  annual  budget  and  purchase  contracts,   isolate  major  items 

•  From  discussions  with  department  personnel,  predict  timing  of 
outflow  for  major  items 

•  Approximate  smaller  cash  payments  based  on  annual  budget  and 
past  experience  (if  amounts  are  not  significant,  do  not 
forecast ) 

Potential  adjustments 

•  Usually  only  minor  adjustments,  but  can  be  significant  during 
budget  cutbacks 

•  Changes  in  usage  rates  due  to  purchase  cycles  (e.g.,  textbooks 
or  vehicles  every  two  years) 

Utilities 

Characteristics 

•  Usually  minor  portion  of  expenditures 
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•  Monthly,  bimonthly,  or  quarterly  payments 

•  Includes  telephone,  electric,  fuel,  and  water  charges 

Projection  techniques 

•  Using  contracts,  historical  results,  and  current  rates,  estimate 
timing  and  amount  of  utility  payments 

Potential  adjustments 

•  Rate  changes  or  price  increases 

•  Usage  changes,  particularly  during  conservation  programs 
Other  Current  Costs 

Charac  teristics 

•  Includes  travel  expenditures,  dues  and  subscriptions,  per  diem 
fees,  other  insurance,  court  judgments,  and  tax  refunds 

Projection  techniques 

•  From  annual  budget  and  discussions  with  department  personnel, 
estimate  timing  of  nonrecurring  costs 

Potential  adjustments 

•  Changes  in  timing  of  payment  or  cancellation  of  plans 


10-17 


6 


v 

IT)  O  VO  O 
VO  ^   I—  o 

00  cvj  o 

*         *  «  A 

^  m  Lo  vo 


a; 

ir>  o  in  o 

evj  ID  r-  o 

vo       00  cvj 

*    «    «  «k 

I—   I—    1—  C>0 


O  O  ID  o 

if>  ro  o 

in  o  r-  o 

*  «  «  M 

^  in  m  vo 


o  o  in  o 
to  o  r~ 
lo  r~  00 


o  o  o  o 
o       o  o 

PO    CVJ    CM  o 


O  »3-   O  O 

oD  o 


0) 

<M  <vi  ^  o 

CO   CTl    CT^  r— 


in  ^  ^  o 
lo  o  o 
«d-  in  m  lo 


a; 

CO   ^   CO  CM 

r-~  00  CTi  o 


o  o  o  o 
1—  o  oi  m 

CO    PO    CM  CNJ 


00  cri  o  o 
r-  00  CTi  o 


00  00  ^  o 
00  00  0^  ^ 


00   l£>  O 

O    ^    r—  Tj- 

^  ^  m  tn 


a* 

in  o  CO  vo 
lo  r>.  CO 


00  lo  CM  o 

VO    VO    VO  LO 


o  o  in  o 

1—  o  r-  O 

l£>  00  00  o 

M  M  «t  M 

f—  r—  ■—  CM 


^  ^  o 

00  oi  1— 


0) 

CM    r—    VO  O 

,—  in  ,—  ^ 

«*       in  m 


r~.  o>  CM  oi 
^  in  lo  i£> 


CO    lO    CM  o 

u3  lo  VO  m 


00  in  CO  o 

CO  CM  lO  o 

m  in  lo 


CO  00  o  o 
r~       o  >— 


O  O  CTl  o 
r—    VO    I—  ^ 

^       m  in 


CM  VO  o 

»d-  in  in  VO 


CO    VO   CM  o 

VO  VO  VO  in 


CM    r—    I—  O 

CM  CO  «*  in 


•—  00  CO  o 
00  CTj  CO  f— 


m  CO  o 
I—  in  I—  «a- 
^  ^  m  in 


l»»  CO  CM  CT> 

in  m  VO  VO 


00   VO   CM  o 

VO  VO  VO  m 


in  «r  o 
r-»  00  r».  o 


m  o  m  o 
CM  in  ^ 

CO   CO   CO  ^ 


CTi  o  o  o 
in  o  in  00 
CO  «3-  ^  ^ 


91  CM  in  o^ 
<^  VO  in  VO 


00   VO    CM  o 

VO  VO  VO  m 


o  o  00  o 
CM  00  o 
m  in  VO  CO 


CO  00  CM  o 
VO  CTl  CM 

,—   r—   r—  CM 


CO  00  o 
VO  O  VO  CO 
CO    ^    ^  ^ 


in  o  <Ti  oi 
in  m  VO  VO 


o  o  o  o 
1—  o  CT>  in 

CO    CO    CM  CM 


00  o  CO  o 
00  o  VO  o 
m  m  VO 


00  CM  o  o 
CO  I— 


m  CO  «d-  o 
^  o  in  00 
CO  «d-  ^  «!■ 


00        o  o 

^    lO  VO 


00   VO    CM  o 

VO  VO  VO  m 


o  ro  <—  o 

CM  VO  CO  o 
CM    CM    CM  CO 


o  o  CO  o 
00  cy>  CT>  r— 


«*  r-.  «*  o 
VO  cri  VO  00 
CO  CO  ^  "d- 


r—   1—   CT>  CM 

^  *  ^  in 


CO    VO   CM  o 

VO  VO  VO  in 


CM  o  o  in 

O    >—    CO  CM 


1^    CM    CM  O 

VO  r>»  CO  CM 

c—   >—  I—  CM 


<y>  CT>  o 
I—  un  o  CM 

CO    CO   «d-  "!f 


P~.  CO  LO  CM 
CO    ^  LO 


CO  VO  CM  O 
VO    VO    VO  LO 


CO    00   CO  If) 

LO  VO  r» 


CO  1—  O 

«*  VO  00  CO 

CVI   CM   CM  CO 


Oi  CO  o 
CM   rj-  <n  CM 

n  CO  CO  ^ 


r—    CM    O  VO 

r~-       00  00 


00   VO   CM  o 

VO  VO  VO  m 


VO  in  o 
ro  ^  ^  in 


CO  LO  O 
VO       00  CM 

I—    r—   1—  CM 


^    VO    CTl  O 

VO  O  in  00 
CO  "d-  ^  ^ 


O   00  VO  VO 

VO  VO  CO 


CO    VO    CM  O 

VO  VO  VO  m 


<u 

«*  in  VO 
00  00  00  00 


a; 

^  in  VO  r>» 

CO  00  00  00 


in  VO  t-^ 
00  00  00  00 


^  in  VO  r-. 
00  00  CO  CO 


in  VO  1^ 
CO  00  CO  CO 


i. 
<u 
a. 
o.  o 

u 


i/t 


vt  o 

+»  o 
c 

i 

V  o 

t-  >> 

3  <0 

a. 


CL 

a. 

00 
T3 

c 

<0 

10 

01  -«-> 

o 

•r-  O 

>  o 
s. 
a> 
00 


w 
u 

> 


•o 

E 
*» 

VI 
01 

I 

0* 


10-19 


if 

% 


10-20 


FISCAL  YEAR  RECEIPTS /EXPENSES 


Receipts 


Revenue  Sharing 


Expenses 


State  Distribution 


Revenue  Sharing 


Real  Estate  Due 


School  Aid 


State  Distribution 

State  Distribution 
Revenue  Sharing   


Excise  Taxes 


State  Distribution 
Revenue  Sharing   


Real  Estate  Due 


State  Distribution 


State  Distribution 


June  30 
M  


Aug.  1 


Sept.  1 


Oct.  1 


Nov.  1 
<  


Dec.  1 


Dec.  31 


Feb.  1 


Mar.  1 


Apr.  1 


May  1 
M  


June  1 


County  Retirement 


County  Assessment 
State  Assessment 


County  Retirement 


County  Assessment 
State  Assessment 


Teachers'  Summer  Pay 


July  1 
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REPRESENTATIVE  RATES  AS  OF 


g/20/85- 


CERTIFICATES  OF  DEPOSIT 


(No  ServiCf;  Cliargc) 


DAYS 

14-29 
30 
60 
90 
120 
180 


YIELD 

6.65% 
6.85% 
6.90% 
7.00% 
7.00% 
7.85% 


SI 00.000  Minimum 


6-Montn  Cerii(ica;o 

18-Mon;h  Certificate 

2'/j-4  Year  Cenidcal? 

Money  Marxet  Account 
(Pe'fonal. 

Mone/  Market  Accc  jlt 
(NonP^TSonill 
Fiied  IRA  Account 

VariatJie  IBA  Acccun; 


TIME  ACCOUNTS 

I  Mo  S  .vvioo  Tnarqe) 
E"e:-iv.!  Tt  lugn  N'inimum 

S  i  .WM 
*•  '■  000 
i  1.000 
J  2.500 
J  2  500 
$  t.OOO 
None 


~^/24/8S 
— 6/24/8 S 


— -6/24/85-  

 6/24/85  

—  6/24/85  

 6/24/85  

— 6/24/85:^^ 


Rate' 

7.75% 
8.50% 
9.25% 

7.15% 
6.80% 
9.25% 
■7.75%- 


Yieid 

7.75% 

8.870% 

9.69% 

7.. 389% 
7.015% 
9.652% 
8.011% 


REPURCHASE  AGREEMENTS 
(No  ScfVK  I'  ("'i.iffji-") 


Anioiifil 
$10-$25  0UO 
$25-50,000 


Days 
30 

20-30 


Rajo 

5  45% 

5  70% 


Days 

10-30 

1-30 


5.95% 


IJ  S  TREASURY  BILLS 


Days 

Disco 

30 

60 

6.33% 

90 

6.65% 

180 

6.72% 

360 

6.88% 

7.07% 

Yield 

6.46% 
6.82% 
6.93% 
7.23% 
7.57% 


Agency 

FFCB 
FFCB 


O  'T.OiilhS 


Yield 


7.25% 
7.41% 


UPCOMING  'J  S  GOVE.^N'/ENT  ISr^i'E'^. 

Fodi.'ral  Farm  Cfedii  Banks  — 

.-Year  Treasui.  8,1.  -     6/24/85  7/1/85 

7/11/85  S^iTT^E  7/1P/85 


2- Year  Tre.iSLry  Note  — 


7A7/85  F^r^E  7/31/85 


1 

1  us 

TREASURY  NOTES  &  BONDS 

i  Yield 

1 

2 

7.58% 

8.51% 

4 

c 

9.39% 

9.59% 

1  IC 

1 

10.02% 

m; 

;■  !lCIP'"'L  HOUSING  NOTES 

Term 

Y-d 

3  monins 

n/a 

9  mcn:Mi. 

4 

'All  rates  Subject  to  r(ijn:^(.'  /.iihcul  notice 
Current  quotes  avn  l.ini'-  (fon  Money  Desk 


10-25. 
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Mass.  General  Laws 


Chapter  44 

Section  55  Public  funds  on  deposit;  limitations;  investments 

A  city,  town,  or  district  or  regional  school  district  shall  not  at  any  one  time  have  on 
deposit  in  a  bank  or  trust  company  or  banking  company  an  amount  exceeding  sixty  per 
cent  of  the  capital  and  surplus  of  such  bank  or  trust  company  or  banking  company,  unless 
satisfactory  security  is  given  to  it  by  such  bank  or  trust  company  or  banking  company  for 
such  excess.  The  treasurer  of  any  city,  town,  district  or  regional  school  district  shall  not 
deposit  funds  for  which  he  is  accountable  in  any  bank,  trust  company  or  banking  company 
with  which  such  treasurer  is  associated  as  an  officer  or  employee  or  has  been  associated 
as  an  officer  or  employee  at  any  time  during  the  three  years  immediately  preceeding  the 
date  of  any  such  deposit.  For  the  purpose  of  paying  the  principal  or  interest  due  on  any 
bond,  note  or  other  obligation  of  the  city  of  Boston,  which  is  payable  or  requested  to  be 
paid  in  the  city  of  New  York,  the  city  of  Boston  may  keep  on  deposit  in  any  national  bank 
or  trust  company  in  the  city  of  New  York  a  sum  not  exceeding  in  the  aggregate 
twenty-five  thousand  dollars;  provided,  that  for  a  period  of  two  weeks  prior  to  the  date  of 
any  such  payment  or  payments,  said  amount  may  be  increased  by  a  sum  or  sums  sufficient 
to  cover  the  same.  A  treasurer  of  a  city,  town,  district  or  regional  school  district  may 
invest  such  portion  of  revenue  cash  as  he  shall  deem  not  required  to  pay  expenses  until 
such  cash  is  available  and  all  or  any  part  of  the  proceeds  from  the  issue  of  bonds  or  notes, 
prior  to  their  application  to  the  payment  of  liabilities  incurred  for  the  purposes  for  which 
the  bonds  or  notes  were  authorized,  in  term  deposits  or  certificates  of  deposits,  in  trust 
companies,  national  banks,  savings  banks  or  banking  companies,  or  in  obligations  issued  or 
unconditionally  guaranteed  by  the  United  States  government  or  an  agency  thereof  and 
having  a  maturity  from  date  of  purchase  of  one  year  or  less,  or  in  United  States 
government  securities  or  securities  of  United  States  government  agencies  purchased  under 
an  agreement  with  a  trust  company,  national  bank  or  banking  company  to  repurchase  at 
not  less  than  the  original  purchase  price  of  said  securities  on  a  fixed  date,  not  to  exceed 
ninety  days,  or  in  participation  units  in  a  combined  investment  fund  under  section 
thirty-eight  A  of  chapter  twenty-nine;  provided,  however,  that  no  temporary  notes  in 
anticipation  of  revenue  shall  be  issued  under  section  four  as  long  as  any  revenue  cash, 
exclusive  of  revenue  sharing  or  other  revenue  cash  the  use  of  which  is  restricted  to 
purposes     other     than     current     maintenance     expenses,     remains     so  invested. 


Section  55A  Liability  of  depositor  for  losses  due  to  bankruptcy 

A  city,  town,  district  or  regional  school  district  officer  receiving  public  money  and 
lawfully  and  in  good  faith  and  in  the  exercise  of  due  care  depositing  the  same  in  a  savings 
bank  or  trust  company  organized  under  the  laws  of  the  commonwealth,  on  paid-up  shares 
and  accounts  of  and  in  cooperative  banks,  a  banking  company  organized  under  the  laws  of 
the  commonwealth  which  is  a  member  of  the  Federal  Deposit  Insurance  Corporation,  or  in 
a  national  bank  doing  business  in  the  commonwealth  or  in  participation  units  in  a 
combined  investment  fund  under  section  thirty-eight  A  of  chapter  twenty-nine,  or,  in  the 
case  of  the  city  of  Boston,  in  accordance  with  the  provisions  of  section  fifty-five  in  a 
national  bank  or  trust  company  in  the  city  of  New  York,  or  in  good  faith  and  in  the 
exercise  of  due  care  purchasing  share  accounts  of  a  federal  savings  and  loan  association 
located  in  the  commonwealth,  shall  not  be  personally  liable  to  the  city,  town,  district  or 
regional  school  district  for  any  loss  of  such  money  by  reason  of  the  closing  up  of  such 
depository  or  federal  and  loan  association  for  the  liquidation  of  its  affairs. 
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Chapter  1 1 
FINANCING  CAPITAL  IMPROVEMENTS 


OVERVIEW 

The  need  to  improve  the  nation's  infrastructure  has  evolved  into  a 
major  public  policy  concern  at  the  federal,  state,  and  local  levels. 
Like  municipalities  in  other  states,  Massachusetts  cities  and  towns  have 
been  limited  in  their  ability  to  meet  infrastructure  needs  by  high 
interest  rates,  reductions  in  federal  construction  grants,  and  budget 
constraints.     These  problems  were  exacerbated  by  Proposition  2  1/2. 

Proposition  2  1/2  has  made  it  more  difficult  for  some  Massachusetts 
municipalities  to  obtain  reasonable  cost  financing  in  the  bond  market 
and  has  created  problems  for  most  cities  and  towns  in  accommodating  debt 
service  costs  and  capital  expenditures  within  their  constrained  operat- 
ing budgets.     In  response,  many  local  officials  have  deferred  capital 
expenditures  in  order  to  maintain  current  expenditures  in  the  operating 
budget.     Moreover,  as  existing  debt  has  been  retired,  the  funds  "freed 
up"  from  paying  debt  service  costs  have  been  used  to  meet  operating 
budget  needs,  thereby  decreasing  the  share  of  the  budget  devoted  to 
capital  expenditures.     The  result  in  many  cases  has  been  inadequate 
maintenance,  repair,  replacement,  and  expansion  of  local  government 
infrastructure. 

The  need  to  address  the  problem  is  critical.     A  sound  infrastructure 
is  essential  for  continuation  of  the  economic  growth  achieved  by  the 
Commonwealth  since  the  mid-1970s.     Economic  growth  and  corresponding 
local  tax  base  expansion  generate  additional  tax  revenue  and  are 
essential  to  sustaining  the  financial  health  of  Massachusetts  munici- 
palities.    Moreover,  economic  growth  has  generated  the  increases  in 
state  tax  revenue  which  enabled  the  state  to  provide  large  increases  in 
state  aid  to  cities  and  towns,  thereby  reducing  the  adverse  effects  of 
Proposition  2  1/2  levy  reductions. 

Since  capital  facilities  are  necessary  to  provide  public  services, 
deferral  of  infrastructure  improvements  can  lead  to  an  eventual  reduc- 
tion in  the  scope  of  quality  of  public  services.     Therefore,  deferring 
infrastructure  expenditures  in  order  to  maintain  current  service  levels 
is  counterproductive — it  is  only  a  short-term  expedient  approach  that 
may  result  in  a  decline  in  the  quality  of  services  that  the  municipality 
is  attempting  to  sustain. 

CAPITAL  IMPROVEMENTS  PROGRAMS 

Although  capital  planning  is  not  the  treasurer's  responsibility  per 
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se,  as  an  important  part  of  the  financial  team  in  the  community,  the 
treasurer  is  often  called  upon  for  advice  on  financing  these  programs. 
For  this  reason,  we  have  included  the  following  discussion  on  capital 
i  raproveraents . 

A  capital  improvements  program  (CIP)  is  a  blueprint  for  planning  a 
community's  capital  expenditures  and  is  one  of  the  most  important 
responsibilities  of  local  government  officials.     It  coordinates  com- 
munity planning,   financial  capacity,  and  physical  development. 

A  capital  improvements  program  is  composed  of  two  parts: 

•  A  capital  budget — the  upcoming  year's  spending  plan  for  capital 
items  (tangible  assets  or  projects  that  cost  at  least  $10,000  and 
have  a  useful  life  of  at  least  five  years). 

«  A  capital  program--a  plan  for  capital  expenditures  that  extends 
five  years  beyond  the  capital  budget. 

Development  of  a  CIP  that  will  ensure  sound  fiscal  and  capital  plan- 
ning requires  effective  leadership  and  the  involvement  and  cooperation 
of  all  municipal  departments.     For  that  reason,  it  is  generally  prefer- 
able that  responsibility  for  overseeing  the  CIP  process  be  with  a  com- 
munity's chief  executive,  the  board  of  selectmen  or  the  mayor,  which 
appoints  a  CIP  committee  to  assist  and  provide  broad-based  input  to  the 
CIP. 

NOTE:     Chapter  119  of  the  Acts  of   1986,  which  amends  Chapter  41  of 
the  General  Laws  by  inserting  section  106B,  specifically  allows  a  town 
to  establish  a  capital  planning  committee  by  bylaw. 

A  complete,  properly  developed  capital  improvement  program  has  the 
following  benefits: 

•  Facilitates  coordination  between  capital  needs  and  the  operating 
budgets . 

•  Enhances  the  community's  credit  rating,  control  of  its  tax  rate, 
and  avoids  sudden  changes  in  its  debt  service  requirements. 

•  Identifies  the  most  economical  means  of  financing  capital  projects. 

•  Increases  opportunities  for  obtaining  federal  and  state  aid. 

•  Relates  public  facilities  to  other  public  and  private  development 
and  redevelopment  policies  and  plans. 

•  Focuses  attention  on  community  objectives  and  fiscal  capacity. 

•  Keeps  the  public  informed  about  future  needs  and  projects. 
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•  Coordinates  the  activities  of  neighboring  and  overlapping  units  of 
local  government  to  reduce  duplication. 

•  Encourages  careful  project  planning  and  design  to  avoid  costly 
mistakes  and  help  a  community  reach  desired  goals. 

STEPS  IN  IMPLEMENTING  A  CAPITAL  IMPROVEMENTS  PROGRAM 

While  communities  use  various  approaches  in  preparing  their  CIPs , 
below  are  the  general  steps  which  are  followed  by  cities  and  towns. 

Step  1:     Adopt  a  CIP  Bylaw  and  Appoint  a  CIP  Committee.     In  order  to 
establish  a  formal  CIP  process,  the  town  should  consider  adopting  a 
bylaw  to  create  and  empower  a  CIP  committee.     The  board  of  selectmen  may 
also  want  to  consider  adopting  formal  policies  to  guide  the  town's  capi- 
tal improvement  process  and  debt  management.     While  it  is  not  necessary 
to  adopt  a  CIP  bylaw  or  formal  debt  and  CIP  policies  to  establish  a 
sound  CIP  process,  such  formal  guidelines  can  provide  valuable  direc- 
tion. 

Step  2:     Prepare  an  Inventory  of  Existing  Facilities.     The  initial 
task  for  the  CIP  committee  is  to  prepare  a  complete  inventory  of  all 
municipal  and  school  properties  and  assets.     At  a  minimum,  the  inventory 
should  include  all  buildings  and  equipment.     The  inventory  should 
include  documentation  on  the  need  for  renewal,  replacement,  expansion, 
or  retirement  of  all  physical  assets. 

Step  3:     Determine  the  Status  of  Previously  Approved  Projects.  The 
next  step  is  to  identify  projects  underway,  determine  whether  additional 
funds  are  required,  and  determine  the  amount  of  unspent  funds  available 
from  completed  and  discontinued  projects. 

NOTE:     A  community  may  vote  to  exclude  the  amount  of  the  debt  service 
costs  for  a  specified  project  from  the  Proposition  2  1/2  levy  limit.  If 
such  an  exclusion  is  approved,   the  municipality  will  not  have  to  deal 
with  the  possibility  of  having  to  reduce  operating  budgets  in  order  to 
meet  its  debt  service  obligation. 

Step  4:     Assess  the  Town's  Financial  Capacity.     With  the  assistance 
of  the  town  accountant,  treasurer,  and  chief  administration  officer,  the 
Committee  should  analyze  the  city  or  town's  ability  to  afford  major 
expenditures. 

Step  5:     Solicit,  Compile,  and  Evaluate  Project  Requests.     The  CIP 
committee  should  solicit  departmental  recommendations  for  CIP  projects. 
The  committee  then  evaluates  each  request  by  reviewing  the  project 
information  provided  and  meeting  with  the  requesting  department  head  or 
board  member,  if  necessary. 

Step  6:     Establish  Project  Priority.     In  this  step,  the  proposed 
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projects  are  ranked  in  priority  as  obiectively  as  possible. 


Step  7;     Develop  a  CIP  Financing  Plan.     Based  upon  any  adopted  debt 
and  CIP  policies  (Step  I)  and  the  assessment  of  the  municipality's 
Financial  capacity  (Step  4),  the  committee  should  recommend  the  method 
of  financing  each  project. 

Step  8:     Adopt  a  Capital  Improvements  Program.     The  CIP  committee's 
completed  report  should  be  presented  to  the  board  of  selectmen  or  mayor 
for  review  and  adoption.     The  report  should  include  a  summary  of  the  CIP 
committee's  recommendations  for  the  upcoming  year's  capital  budget  and 
the  following  years'   capital  program,  as  well  as  its  analysis  of  the 
town's  fiscal  capacity  (Step  4). 

The  board  of  selectmen  or  the  mayor  then  considers  (and  may  amend) 
the  proposed  capital  budget  and  capital  program,  and  forwards  them  to 
the  finance  committee  or  city  council  which  reviews  and  recommends 
action  only  on  the  capital  budget,  but  does  so  in  considering  the 
overall  capital  program. 

The  entire  capital  Improvements  program  is  also  presented  at  the 
annual  town  meeting  by  the  selectmen  or  voted  by  the  city  council.  This 
will  demonstrate  to  the  community  that  the  capital  budget  Is  part  of  a 
long-range  plan  to  upgrade  and  maintain  the  town's  infrastructure. 

Step  9:     Monitor  Approved  Projects.     The  board  of  selectmen  or  the 
mayor,  through  its  CIP  committee,  should  monitor  the  efforts  of  the 
departments . 

Step  10:     Update  Capital  Program.     Subsequent  annual  updating  of  the 
capital  program  involves  repeating  steps  two  through  nine  to  reflect  new 
information,  policies,  and  proposed  projects.     After  the  first  year  has 
been  budgeted,  one  year  is  added  to  the  capital  program  and  the  remain- 
der of  the  plan  updated.     This  completes  the  CIP  process. 

ROLE  OF  THE  TREASURER — IDENTIFYING  AND  EVALUATING  FINANCING  OPTIONS 

The  treasurer's  role  in  capital  planning  is  primarily  related  to 
helping  the  CIP  committee  develop  a  financing  plan  for  the  CIP  (Step  7 
above) . 

There  are  a  number  of  ways  to  finance  capital  improvement  projects. 
Some  of  the  most  common  long-term  and  short-term  financing  options  are 
presented  below. 

Long-Term  Financing 

1.     General  Obligation  Bonds.     The  timing,  size,  and  structure  of  a 
bond  issue  requires  careful  analysis  by  a  community's  local  offi- 
cials and  financial  advisor.     Decisions  regarding  each  of  these 
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factors  depend  on  analysis  of  a  community's  credit,  current  and 
anticipated  bond  market  conditions,  and  the  Financial  capacity  of 
a  community's  budget  to  accommodate  increased  debt  service  pay- 
ments.    Communities  that  need  capital  should  consider  issuing 
State  House  Serial  Notes  instead  of  bonds  because  of  the 
potentially  lower  administrative  costs. 

2.     Grants .     State  and  federal  loans  and  grants  may  be  available  to 
assist  with  funding  various  projects.     Please  refer  to  Chapter  6 
for  more  information  on  the  use  of  grants. 

Communities  may  also  set  aside  money  each  year  in  a  Stabilization 
Fund.     Money  could  then  be  appropriated  in  a  particular  year  to  pay  for 
all  or  a  portion  of  a  capital  project.     Please  refer  to  Chapter  6  for 
more  information  on  stabilization  funds. 

Short-Term  Financing  and  Other  Service  Provision  Options 

1.  .Appropriation  of  current  revenue  or  reserves,  such  as  free  cash 
or  federal  revenue  sharing. 

2.  Many  communities  combine  short-terra  note  financing  and  subsequent 
bond  financing  to  finance  infrastructure  improvements.     Bond  anticipa- 
tion notes  (BANs)  are  often  used  as  an  important  part  of  a  community's 
debt  management  program.     Their  major  advantage  is  to  enable  a  munici- 
pality to  secure  project  funds  quickly,  but  still  delay  issuing  long- 
term  debt  for  market  or  budgetary  reasons  or  until  project  costs  can  be 
accurately  determined. 

3.  Various  leasing  options  are  authorized  by  Chapter  40,  section  4, 
of  the  Massachusetts  General  Laws.     They  are: 

•  Municipal  equipment — lease  with  an  option  to  purchase. 

•  Complex  hospital  and  laboratory  equipment — lease. 

•  Land  and  buildings  for  educational  purposes — lease. 

•  Data  processing  equipment — lease,  or  lease  with  an  option  to 
purchase, 

•  Educational  and  educational  testing  equipment — lease,  purchase, 
or  lease  with  an  option  to  purchase. 

•  Energy  conservation  equipment — lease,  lease  with  an  option  to 
purchase,  or  installment  purchase. 

NOTE:     A  lease  with  an  option  to  purchase  must  not  be  an 
installment  or  conditional  sale  agreement.     An  installment 
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purchase  is  permitted  only  for  energy  conservation  equipment, 
as  noted  above. 

4.     Private  sector  service  provision  is  also  available.     Under  this 
option,  private  firms  provide  public  services  to  a  community  on  a 
contractual  basis. 

FINANCING  CAPITAL  PROJECTS  AT  THE  BEST  INTEREST  RATE — ^HOW  BOND  ANALYSTS 
EVALUATE  MUNICIPALITIES 

In  order  to  obtain  the  best  credit  rating  and  Interest  rates  for 
their  municipality,   treasurers  should  understand  the  factors  which  bond 
analysts  review  when  evaluating  credit  risk.     Standard  and  Poors  and 
Moody's  are  the  two  largest  firms  that  issue  credit  ratings.     Wlien  they 
conduct  a  rating  review,  they  generally  focus  on  a  number  of  indicators 
that  fall  within  four  areas: 

1.  Debt  structure  and  burden 

•  long-term  debt 

•  long-term  debt  as  a  percent  of  full  valuation 

•  debt  service  as  a  percent  of  operating  revenue 

•  long-term  debt  per  capita 

•  yearly  retirement  schedules  (i.e.,  is  the  annual  debt  service 
amount  relatively  constant?) 

•  debt  authorized  but  unissued 

•  overlapping  debt,  such  as  the  town's  portion  of  debt  incurred 
by  a  regional  school  district. 

•  short-term  debt 

2.  Financial  factors 

•  unrestricted  reserves 

•  revenue  sources 

•  fixed  costs  as  a  percent  of  operating  expenditures 

•  actual  vs.  estimated  local  receipts 

•  property  tax  levy  vs.  levy  limits 

•  property  tax  collections 
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•  operating  deficit  or  surplus 

•  liquidity 

•  user  fee  coverage 

3.  Economic  health 
o  full  valuation 

•  location  and  natural  resources 

•  size  and  land  use  characteristics 

•  population  change  and  ages 

•  income 

•  housing  characteristics 

•  growth  in  residential/commercial  tax  base 

•  unemployment 

•  tax  base 

4.  Management  practices 

•  professional  management  capability 

•  accounting  record  keeping  and  auditing 

•  municipal  services  provided 

•  intergovernmental  relations 

•  assessment  of  property 

•  tax  administration 

•  legal  and  regulatory  limitations 

•  litigation  cases  and  pending  litigation 

By  monitoring  the  above  factors  on  an  annual  or  regular  basis, 
treasurers  and  other  financial  officials  can  help  their  community 
maintain  or  improve  its  credit  position  and  choose  a  financing  approach 
for  capital  projection  which  will  not  adversely  effect  the  municipali- 
ty's overall  financial  condition. 
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Chapter  12 
PROCURING  BANKING  SERVICES 


INTRODUCTION 

This  chapter  is  designed  to  help  the  local  financial  officer  make 
informed  choices  aboat  how  to  structure  his  or  her  municipality's  bank- 
ing services.     It  draws  extensively  from  Banking  Relations:     A  Guide  for 
Local  Governments ,  an  excellent  handbook  published  by  the  Government 
Finance  Officers  Association. 

The  chapter  will  describe  some  of  the  most  commonly  available  serv- 
ices banks  offer  to  municipalities,  relating  those  services  to  the 
central  goals  of  an  effective  cash  management  system.     Next,  it  will 
discuss  the  cost  of  banking  services  and  the  ways  in  which  municipali- 
ties can  pay  for  them.     Third,  the  problem  of  determining  the  number  of 
banks  to  be  used  and  how  to  select  them  will  be  discussed.     Finally,  the 
last  section  of  this  chapter  provides  a  sample  RFP  and  a  sample  contract 
between  a  municipality  and  a  bank. 

OVERVIEW  OF  THE  ROLE  OF  BANKS  IN  MUNICIPAL  CASH  MANAGEMENT 

Traditionally,  banks  have  served  local  governments  primarily  as 
depositories  for  funds  for  security  purposes,  and  to  provide  credit  to 
meet  municipal  borrowing  needs.     As  such,  in  the  past  it  was  appropriate 
that  criteria  such  as  convenience  of  location  and  community  relations 
governed  the  municipality's  choice  of  its  depository  or  depositories. 

Currently,  banks  are  offering  more  and  more  financial  services  that 
complement  or  even  duplicate  functions  traditionally  performed  by  the 
municipality  itself.     Depending  on  a  number  of  f actors--including  the 
cost  of  purchasing  these  services  from  a  bank  relative  to  the  cost  oF 
providing  them  in-house,  and  the  extent  to  which  the  municipality 
desires  to  upgrade  its  financial  management  capacity — the  municipality 
may  wish  to  procure  a  large  or  small  range  of  the  many  services  now 
provided  by  banks. 

Not  all  banks  are  equipped  to  offer  the  full  range  of  services 
designed  to  assist  municipal  collectors  and  treasurers  in  their  finan- 
cial duties.     As  a  result,  many  municipalities  are  not  aware  of  these 
opportunities  to  update  their  banking  procedures,  and  are  still  func- 
tioning under  long-standing,  outmoded  banking  relationships.     As  an 
integral  part  of  improving  financial  management  functions  and  moving 
toward  a  more  effective  cash  management  system,  the  municipality  should 
reevaluate  its  banking  relations  in  light  of  current  opportunities. 
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After  reading  this  chapter,  the  local  official  should  be  aware  of  the 
wide  range  of  financial  services  currently  offered  by  banks  to  enhance 
local  cash  management  practices,  snd  also  be  familiar  with  the  central 
issues  related  to  selecting  a  municipal  depository. 

HOW  BANKS  CAN  HELP  IMPROVE  MUNICIPAL  CASH  MANAGEMENT 

A  good  cash  management  system  is  designed  to  help  the  municipality 
maximize  the  benefit  it  gets  from  its  cash  resources  by  ensuring  that 
the  municipality: 

•  collects  its  accounts  receivable  in  a  thorough  and  timely  manner; 

•  keeps  "on  hand"  (in  its  checking  accounts)  only  enough  cash  to  pay 
out  immediate  accounts  payable  as  they  come  due;  and 

•  invests  all  other  cash  as  quickly  as  possible  into  investments 
yielding  the  highest  possible  return. 

The  more  effectively  the  municipality  can  perform  these  functions, 
the  more  investment  income  it  will  earn.     In  turn,  the  more  investment 
income  it  earns,   the  greater  the  financial  resources  available  to  the 
municipality  to  pay  for  the  public  services  it  provides. 

Table  1  on  page  12-3  presents  a  list  of  services  offered  by  many 
banks  to  help  address  these  cash  management  needs.     Note  that  the  table 
includes  credit  services  offered  by  banks  as  an  element  of  a  municipal 
cash  management  system.     It  is  expected  that,  at  certain  points  in  the 
course  of  the  cash  management  cycle,  efforts  to  minimize  cash  reserved 
for  accounts  payable  will  mean  that  the  community  has,  for  a  short  time, 
insufficient  cash  to  cover  its  current  obligations  or  in  anticipation  of 
reimbursement.     Therefore,  borrowing  to  meet  these  obligations  enters 
the  list  of  cash  management  needs  to  be  addressed  in  the  form  of  credit 
services  obtained  from  the  bank. 

We  now  turn  to  a  more  detailed  description  of  the  major  categories  of 
services  offered  by  banks,  as  outlined  in  Table  1,  and  of  the  most  com- 
monly offered  services  in  each  category. 

COLLECTION  SERVICES 

Although  collection  is  not  the  responsibility  of  the  treasurer,  the 
following  suggestions  are  included  because  of  their  potential  benefit  to 
the  community.     It  is  hoped  that  the  treasurer  and  collector  will  coor- 
dinate their  activities  to  improve  cash  management. 

Collection  services  offered  by  banks  are  designed  to  accelerate  the 
municipality's  cash  receipts  and  thereby  allow  the  municipality  to 
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Table  1 


Service  Category 


Services 


Cash  Management  Goal 


Col lection 
Services 


•  Lock-Box  System 

•  Over-the-Counter  Payment 

•  Armored  Car  Services 

•  Night  Depository 

•  Wire  Transfers 


Accelerate  Cash 
Receipts 


Account 
Services 


•  Regular  Checking  Accounts 

•  Concentration/Zero  Balance  Accounts 

•  Wire  Transfers 

•  Daily  Account  Notification 

•  Check  Sorting 

•  Account  Reconciliation 

•  Computer  Services 

•  Microfilm  Checks 

•  Savings  Bond  Issuance  for  Employees 

•  Direct  Payroll  Deposit 


Minimize  "idle" 
account  balances 


Inves  traent 
Services 


•  Money  Market  Instruments 

•  Investment  Advice 

•  Time  Deposits 

•  Retirement  Plan  Services 

•  Trust  Services 


Promote  effective 
use  of  "idle"  cash 
in  earning  return 


Credit 
Services 


•  Short-Term  Notes 

•  Bond  Redemption  Services 

•  Bond  Transfer  and  Registration 
Services 

•  Lending  Activities  Related  to 
Community  and  Economic  Development 
Projects 


Meet  short-  and 
long-term  borrowing 
needs 
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invest  those  receipts  in  the  most  timely  manner  possible.     This  "accel- 
eration" is  accomplished  by  decreasing  collection  float;   that  is,  the 
lag  time  between  the  moment  when  a  check  is  mailed  to  the  municipality 
(in  payment  of  property  tax,  a  water  bill,  etc.)  and  the  time  when  those 
funds  are  actually  available  to  be  spent  by  the  municipality.  This 
period  includes  the  municipality's  internal  processing  time  and  the 
bank's  check-clearing  time.     Please  refer  to  Table  2. 


Table  2 


COLLECTION/DEPOSIT  FLOAT 


Remitter 
(taxpayer,  etc.) 
mails  check  to 
municipality 


Remitter's  bank 


mail 
time 


check-clearing 
time 


Receiving  point 
of  municipality 


Internal 
recording  and 
processing 
time 


I 

Municipal 

 ► 

Depository  bank 

Collection  float  can  be  reduced  by  instituting  one  or  a  combination 
of  the  following  banking  services: 

1.  Lock-Box  System.  A  lock-box  system  speeds  up  the  collection 
process  by  eliminating  direct  handling  by  municipal  collectors'  offices 
of  certain  routine  remittances.  Specifically,  a  lock-box  system  can  be 
used  for  any  type  of  remittance  that  is  in  response  to  a  formal  billing 
effort  of  the  municipality  and  is  accompanied  by  some  sort  of  "advice," 
such  as  a  bill  Issued  by  the  municipality. 

k  lock-box  system  works  as  follows: 

•  a  local  post  office  box  is  rented  by  the  bank  in  the  local 
government's  name; 

•  remittances  are  mailed  to  this  specific  post  office  box  rather 
than  to  the  post  office  box  for  the  municipality's  regular  mail; 
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•  the  bank  agrees  to  collect  the  remittances  periodically  during 
the  day,  depending  on  volume; 

•  a  bank  staff  person  opens  the  remittances  and  sorts  the  pajmients 
and  accompanying  data; 

•  checks  that  agree  with  the  particular  bill,  invoice,  or  other 
data  are  processed  for  deposit  that  day; 

•  exceptions  are  generally  not  processed  and  are  turned  over  to  the 
local  government  for  action;  and 

•  copies  of  all  normal  remittances  and  accompanying  data  (invoice, 
utility  bill,  etc.)  are  forwarded  daily  to  the  local  government 
for  its  internal  processing. 

The  major  advantages  of  a  lock-box  system  include  the  following: 

•  mailing  time  is  reduced  through  frequent  collection  of  mail  from 
the  box; 

•  internal  office  processing  delays  occurring  before  deposit  of 
receipts  are  eliminated  since  the  checks  are  credited  to  the 
municipality's  bank  account  prior  to  being  processed  and  posted 
to  the  general  ledger; 

•  clerical  workloads  in  the  municipality  are  significantly  reduced 
since  mail-opening  and  deposit  preparation  tasks  are  eliminated; 

•  cyclical  workloads  are  reduced;   incoming  payments  often  cluster 
around  certain  key  dates,  necessitating  overtime;  shifting 
responsibility  to  the  bank  reduces  these  problems;  and 

•  usable  cash  balances  can  be  accelerated  by  several  days. 

Instituting  a  lock-box  system  requires  a  sizeable  investment  for  the 
bank,  and  the  municipality  Ls  charged  accordingly  for  the  service.  How- 
ever, experiences  of  a  number  of  municipalities  suggest  that  the  finan- 
cial rewards  of  switching  to  a  lock-box  system  can  far  outweigh  the 
cos  ts . 

2.     Over-the-Counter  Payment.     Another  way  that  banks  can  help  to 
accelerate  a  municipality's  bill  collection  is  to  increase  the  taxpay- 
er's bill-paying  convenience  by  providing  over-the-counter  collection  in 
the  bank's  offices.     Making  payment  more  convenient  for  taxpayers  will 
especially  help  to  speed  up  collection  if  the  bank  has  a  number  of 
branches  throughout  the  community.     At  the  same  time,  the  bank  may 
benefit  from  increased  business  as  a  result  of  increased  traffic. 
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There  are  two  potential  pitfalls  with  regard  to  this  type  of  service, 
however : 

•  The  service  must  have  high  usage  to  make  it  financially  worthwhile 
for  the  bank  and  therefore  for  the  municipality.  This  may  require 
a  big  promotional  effort. 

•  A.rranging  to  have  this  service  provided  by  more  than  one  bank  (or 
by  other  types  of  business  in  addition  to  banks)  may  actually 
reduce  the  benefits  of  over-the-counter  payment  if  the  receipts  are 
not  immediately  credited  to  the  municipality's  account.  The 
municipality  should  take  a  hard  look  at  whether  increased  customer 
convenience  from  additional  locations  justifies  these  lost  bene- 
fits. 

3.  Armored  Cars  and  Night  Depositories.     Armored  cars  and  night 
depository  services  can  also  improve  the  speed  at  which  a  municipality's 
receipts  are  deposited  in  its  accounts  and  can  be  put  to  use  either  to 
meet  current  obligations  or  to  begin  earning  interest.     Armored  car 
pick-ups  once  or  more  during  the  working  day  result  in  more  timely 
deposit  of  receipts  and  can  help  to  maximize  interest  income  without 
tying  up  employee  time  in  the  collector's  office.  In  cases  where  the 
dollar  volume  of  receipts  is  too  small  to  justify  armored  car  services, 
a  night  depository  gives  the  municipality  an  alternative  way  to  deposit 
receipts  as  quickly  as  possible.     Aside  from  the  security  advantages 
afforded  by  a  night  depository,  this  service  is  especially  beneficial  if 
the  municipality's  accounts  are  structured  to  earn  interest  overnight, 
that  is,  beginning  immediately  upon  deposit. 

4.  Wire  Transfers.     Used  in  lieu  of  checks,  wire  transfers  Involve 
the  electronic  transmission  of  payments  from  one  bank  to  another  through 
a  wire  system.     The  most  commonly  used  of  these  wire  systems  is  the 
Federal  Reserve  Communications  System,  or  "Fed  Wire." 

The  Federal  Reserve  Board  is  required  to  charge  banks  for  providing 
wire  transfer  services,  and  banks  in  return  generally  pass  these  charges 
on  to  customers  either  sending  or  receiving  the  transfers.     As  a  result, 
wire  transfers  are  not  cost  effective  for  all  transactions.     In  general, 
wire  transfers  wi 1 1  be  cost  effective  for  large  transactions  such  as 
intergovernmental  grants,  proceeds  from  investment  sales  and  debt  issu- 
ances, and  tax  or  utility  payments  from  out-of-town  organizations. 

ACCOUNT  SERVICES 

The  way  in  which  the  municipality  configures  its  bank  accounts  is  a 
key  determinant  of  the  effectiveness  of  its  cash  management  system.  A 
review  of  common  practices  suggests  that  many  local  governments  can 
achieve  substantial  gains  in  investment  income  by  making  some  straight- 
forward changes  in  their  accounts  management. 
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Account  services  provided  by  banks  include  the  following: 

•  rainiraization  of  idle  account  balances; 

•  timely  communication  of  account  information; 

•  improved  efficiency  in  the  management  of  existing  bank  accounts; 
and 

•  computer  services. 

Minimization  of  Idle  Account  Balances 

Many  municipalities  forgo  the  chance  to  earn  perhaps  significantly 
higher  interest  income  than  they  currently  do  because  they  maintain  more 
bank  accounts  than  they  need.     Often,  such  municipalities  have  one  or 
more  checking  accounts  for  each  fund  on  record.     While  this  method  can 
simplify  the  local  government's  internal  accounting  functions,  it  is 
usually  unnecessary  from  a  legal  standpoint.     Furthermore,  it  can  impede 
good  cash  management  for  the  following  reasons: 

•  It  makes  it  harder  to  get  timely  information  on  the  municipality's 
overall  cash  position. 

•  It  limits  investment  options  by  splitting  available  funds  into  many 
small  accounts. 

Consolidating  or  "pooling"  accounts  can  reduce  the  costs  of  monitor- 
ing cash  availability  and  can  result  in  a  larger  common  pool  of  balances 
available  for  investment  purposes.     Pooling  should  not  be  confused  with 
"commingling,"  which  refers  to  a  process  in  which  cash  belonging  to  one 
fund  is  mixed  in  the  municipality's  accounting  procedures  with  cash  from 
another  fund  so  that  each  fund  loses  "ownership"  of  its  cash.     This  is 
illegal.     Pooling,  in  contrast,  requires  that  appropriate  safeguards  are 
made  to  maintain  separate  accounting  records  of  each  fund's  cash,  de- 
spite the  fact  that  cash  from  various  funds  may  be  held  together  in  one 
bank  account.     NOTTil:     In  some  cases,  pooling  is  prohibited  by  the  terras 
of  a  particular  grant  or  trust. 

Municipalities  can  gain  the  advantages  of  pooled  accounts  while  re- 
taining the  control  provided  by  separate  disbursement  accounts  through 
the  use  of  concentration  and  zero-balance  accounts.     This  system  of  ac- 
counts, which  is  illustrated  in  Table  3  (page  12-9),  works  as  follows: 

1.  All  the  municipality's  receipts  are  credited  to  a  single 
concentration  account,  which  is  usually  a  demand  deposit  account. 

2.  All  disbursements  are  drawn  as  needed  from  separate  checking 
accounts  (payroll,  vendor,  etc.),  which  are  maintained  at 
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zero-balance ;  that  Is,  generally,  there  is  no  cash  in  these 
accounts . 


3.  Funds  are  transferred  automatically  from  the  concentration 
account  for  the  appropriate  disbursement  account  as  checks  are 
presented  for  payment. 

4.  Excess  cash  in  the  concentration  account  is  invested  daily  (into 
repurchase  agreements,  for  example).  (See  section  on  Investment 
Services . ) 

Communication  of  Account  Information 

Banks  can  help  municipal  financial  management  by  providing  timely 
account  information  to  be  used  for  planning,  reporting,  and  auditing 
functions.     Standard  reports  include:     daily,  weekly,  or  monthly  state- 
ments of  account  activity,  with  summary  of  daily  balances;  and  record  of 
special  bank  services  used  during  the  period,  along  with  attendant 
charges . 

Local  governments  may  choose  to  use  additional,  special  reporting 
services  provided  by  the  bank.     One  such  special  agreement,  daily  noti- 
fication of  account  balances,  requires  the  bank  to  provide  same-day 
Information  on  daily  ending  account  balances  (usually  by  telephone  and 
confirmed  later  in  writing).  This  service  helps  the  treasurer  to  fore- 
cast daily  ledger  balances  and  determine  actual  funds  available  for 
overnight  investment. 

Management  of  Existing  Accounts 

Banks  can  aid  in  the  municipality's  internal  processing  by: 

•  performing  account  reconciliation  (as  often  as  daily);  and 

•  sorting  checks  into  numerical  order. 

Computer  Services 

A  municipality  may  purchase  computer  services  from  a  bank,  rather 
than  acquire  a  computer  system  itself  or  supplement  existing  capacity. 
By  serving  a  number  of  municipalities  with  the  same  computer  hardware, 
software,  and  computer  operators,  the  bank  may  be  able  to  provide 
computer  services  more  cheaply  than  the  municipality  could  on  its  own. 

Typical  computer  services  offered  include:     payroll,  utility  billing, 
and  general  ledger  accounting.     These  applications  are  usually  offered 
only  if  there  is  a  sufficient  market,   and  the  type  and  quality  of  the 
services  will  vary  among  banks.     Before  contracting  for  computer  banking 
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services,  the  municipality  should  survey  other  communities  already  using 
thera  to  judge  whether  the  services  are  adequate  for  the  municipality's 
needs . 


Table  3 


Concentration  Accounts  and  Zero-Balance  Accounts 
in  Deposit  Management 
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1  =  All  receipts  are  credited  to  a  single  concentration  account,  which  is 

usually  a  demand  deposit  account. 

2  =  All  disbursements  are  drawn  as  needed  from  separate  checking  accounts 

(payroll,  vendor,  etc.)>  which  are  maintained  at  a  zero-balance. 

3  =  Funds  are  transferred  automatically  from  the  concentration  account  to 

the  disbursement  accounts  as  checks  are  presented  for  payment. 

4  =  Excess  cash  balances  are  invested  daily  into  repurchase  agreements. 

(Reprinted  from  A  Treasury  Management  Handbook,  Municipal  Finance  Officers 
Association.     Chicago:  Municipal  Finance  Officers  Association;  1978) 
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INVESTMENT  SERVICES 


Improveraerits  in  collection  practices  and  accounts  management  free  up 
more  cash  for  the  municipality  to  invest.     What  this  means  in  terras  of 
the  municipality's  overall  economic  well-being  is  determined  by  the 
quality  of  the  investments  the  municipality  makes.     Obviously,  the 
higher  the  yield  the  municipality  can  earn  by  investing  cash  saved 
through  good  cash  management  practices,  the  more  "valuable"  the  cash 
management  improvements  are  to  the  community. 

Banks  offer  various  investment  services  to  guide  municipalities  in 
their  investment  choices.     The  municipality  should  retain  ultimate 
investment  responsibility  for  itself,  however;  choosing  investment 
services  can  and  should  be  kept  separate  from  shopping  for  other  bank 
services.     The  municipality's  contract  for  banking  services  should 
expressly  state  that  the  municipality  reserves  the  right  to  make 
investments  with  any  bank  it  chooses. 

Investment  services  offered  by  banks  include  the  following: 

•  offering  of  several  money  market  instruments,  including  the  bank's 
own  certificates  of  deposit  (CDs); 

•  investment  advice; 

•  traditional  time  deposits  (savings  accounts;   "cash  manager 
accounts,"  which  are  like  NOW  accounts  for  municipalities);  and 

•  retirement  plan  and  trust  fund  investment  services. 

Chapter  44,  section  55,  of  the  Massachusetts  General  Laws  provides 
guidelines  on  the  investment  authority  of  cities,  towns,  and  districts. 
Trust  funds  are  guided  by  the  terms  of   the  trust  or  grant,  and  by 
Chapter  44,  section  54,  of  the  General  Laws. 

CREDIT  SERVICES 

Banks  render  a  variety  of  credit  services  related  to  debt  management. 
Services  related  to  short-term  and  longer-term  borrowing  are  probably 
best  handled  through  separate  transactions  not  associated  with  regular, 
recurring  banking  services. 

Short-term  Notes 

Short-terra  debt  is  made  up  of  notes  that  cities,  towns,  and  districts 
issue  for  no  longer  than  one  or  two  years  in  order  to  overcome  temporary 
cash  shortages  and  to  use  for  interim  financing  of  projects  that  will 
eventually  require  long-terra  financing.     State  law  recognizes  four  types 
of  debt  instruments: 
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1.  notes  in  anticipation  of  revenues  (RANs ,  revenue  anticipation 
notes;  or  TANs ,  tax  anticipation  notes); 

2.  notes  in  anticipation  of  state  reimbursement  (SANs); 

3.  notes  in  anticipation  of  federal  or  state  grants  (FANs);  and 

4.  notes  in  anticipation  of  serial  loans  (bond  anticipation  notes, 
or  BANs). 

Local  governments  should  shop  around  for  the  best  rate  and  terras  at 
the  time  of  need. 

Long-term  Borrowing 

Long-term  debt  is  allowed  by  law  for  almost  all  projects  involving 
capital  improvements,  additions,  new  construction,  and  repairs.  Banks 
provide  long-term  credit  services  including  underwriting  bond  issues, 
purchasing  new  debt  issues,  and  fiscal  services  such  as  bond  redemption 
and  bond  transfer  and  bond  registration  services. 

These  services  are  normally  coatracted  for  on  an  as-needed  basis, 
since  most  involve  loag-terra  commitments  that  will  probably  be  different 
in  nature  from  a  regular  banking  service  arrangement.     As  a  rosult,  such 
services  should  be  handled  through  separate  contractual  agreements. 

PRICING  BANKING  SERVICES 

Banks  are  in  business  to  make  money  and  will  charge  the  municipality 
for  services  rendered,  enough  to  cover  their  costs  and  make  a  reasonable 
profit.     Nonetheless,  economies  of  scale — that  is,  savings  associated 
with  providing  a  service  to  a  number  of  communities  instead  of  only 
one--can  allow  banks  to  provide  a  service  for  less  than  it  would  cost 
the  average  municipality  to  perform  that  service  on  its  own.     The  price 
of  a  particular  banking  service  will  depend  on  many  factors,  including: 
the  number  of  municipalities  purchasing  the  service,  the  costs  of  the 
equipment  and  labor  needed  to  provide  the  service,  how  much  of  the 
service  the  municipality  will  use,  and  so  on. 

The  municipality  can  pay  for  its  banking  services  in  one  of  two  ways 

•  Direct  payment:     the  bank  prices  each  service  offered,  and  the 
municipality  reimburses  the  bank  periodically  for  charges  incurred 
during  that  period. 

•  Compensating  balances:     instead  of  charging  the  municipality  a  fee 
to  be  paid  directly  for  the  service,  the  bank  specifies  a  minimum 
balance  that  the  municipality  must  maintain  with  the  bank  in 
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non-interest  bearing  accounts.     The  bank  can  then  lend  this  money 
(subject  to  the  reserve  requirement)  and  earn  interest,  which  will 
at  least  cover  the  cost  of  services  provided  to  the  municipality. 

The  use  of  "float"  is  another  form  of  a  compensating  balance  arrange- 
ment in  which  interest  earned  on  municipal  funds  is  utilized  to  pay  for 
services  provided  by  a  bank.     The  bank  allows  earnings  credit  on  the 
difference  between  the  cash  balances  on  the  municipality's  books  and  the 
account  balance  on  the  bank  ledger.     This  "disbursement  float"  is  cre- 
ated because  of  time  lags  in  the  delivering  and/or  processing  of  pay- 
ments or  in  check  clearing.     These  earnings  credits  are  used  to  offset 
the  cost*  of  providing  services  such  as  checking  accounts  or  payroll. 
The  components  of  disbursement  float  are  outlined  in  Table  4. 

Table  4 


DISBURSEMENT  FLOAT 


Municipal  treasury 
(issues  check) 


Delivery  float 
(mail  time) 


Municipal  treasury's  bank 
(deducts  check  from  account) 


Check-clearing 
time 


Receiving  point  of 
employee,  vendor 


processing  float 
■^(response  time) 


Bank  of 
employee,  vendor 


SOME  LIMITATIONS  OF  COMPENSATING  BALANCE  BANKING  SERVICES 

While  the  compensating  balance  method  has  been  widely  used,  it  is 
more  difficult  to  evaluate  and  can  present  some  hidden  pitfalls  for  the 
municipal  treasurer.     Under  a  direct  payment  system,  the  municipality 
receives  an  itemized  statement  of  charges  for  service;  with  the  compen- 
sating balance  method,   it  is  difficult  for  the  municipality  to  know 
precisely  what  its  banking  services  cost  and  how  much  it  paid  for  them 
(since  payment  takes  the  form  of  interest  earnings  by  the  bank  and  de- 
pends on  the  current  interest  rate).     Under  compensating  balances,  the 
municipality  has  to  keep  the  funds  on  deposit  in  noninterest  bearing  or 
low  interest  bearing  accounts  even  if  it  uses  few  banking  services  in  a 
particular  period;   the  compensating  balance  requirement  may  be  greater 
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than  necessary  to  cover  the  service  charges.     With  direct  payment,  the 
municipality  rather  than  the  bank  would  have  access  to  this  "extra"  cash 
and  could  invest  it  to  its  own  rather  than  the  bank's  advantage. 

Chapter  740  of  the  Acts  of   1985,  An  Act  Authorizing  Cities,  Towns  and 
Districts  to  Enter  into  Certain  Agreements  with  Banking  Institutions, 
expressly  authorizes  a  municipal  or  district  treasurer  to  enter  into 
formal  "compensating  balance"  agreements  with  banking  institutions.  It 
should  be  noted,  however,   that  the  law  also: 

•  requires  that  any  such  agreement  be  in  writing  and  not  exceed  one 
year; 

•  provides  for  specific  limitations  on  the  types  of  services  which 
may  be  procured  under  a  compensating  balance  agreement; 

•  establishes  a  local  approval  process  for  all  such  agreements;  and 

•  sets  in  place  annual  reporting  requirements  relating  to  such  agree- 
ments, and  requires  the  commissioner  of  revenue  to  publish  a  yearly 
evaluation  report  on  the  use  of  compensating  balances. 

Guidelines  issued  by  the  Division  of  Local  Services  and  a  summary  of 
Chapter  740  are  included  at  the  end  of  this  chapter. 

The  important  thing  for  the  municipal  financial  officer  to  realize 
about  compensating  balances  is  that  they  represent  a  real  dollar  cost  to 
the  municipality  in  terms  of  lost  interest  income — income  that  the  mu- 
nicipality could  have  earned  by  investing  the  amount  of  the  compensating 
balances  in  the  highest  interest-bearing  accounts  available  to  it.  When 
this  cost  is  equal  to  the  municipality's  banking  service  charges  and  is 
used  to  pay  those  charges,  the  municipality  does  not  lose  anything 
through  the  compensating  balance  method. 

Communities  that  utilize  compensating  balances  to  pay  for  services 
must  insist  that  banks  agree  to  provide,  as  part  of  the  arrangement,  on- 
going information  on  the  costs  incurred  by  the  community,  based  on  the 
volume  of  transactions  and  agreed-upon  fees.     In  addition,  the  earnings 
on  the  compensating  balance  are  reported  by  the  bank  and  monitored  by 
the  community  so  that  earnings  in  excess  of  the  cost  of  the  services  are 
remitted  to  the  community.     From  a  community's  standpoint,  insisting  on 
this  accountability  and  monitoring  ensures  the  most  desirable  and  advan- 
tageous arrangement  for  payment  for  banking  services  through  compensat- 
ing balances.     In  this  way,  a  community  is  assured  that  excess  earnings 
over  and  above  the  cost  of  the  services  are  credited  to  the  community's 
accounts . 


COMPUTING  THE  COST  OF  BANKING  SERVICES 

Whatever  the  payment  method  selected,  the  municipality  should  ask  the 
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bank  for  estimates  of  the  charges  for  each  service  desired.     (In  fact, 
this  should  be  an  important  element  of  the  bidding  process.     See  the 
section  on  Contracting  for  Bank  Services.)    With  an  estimate  of  the  cost 
of  banking  services  desired  by  the  municipality  for  the  year,  the  mini- 
mum compensating  balance  aeeded  to  defray  the  cost  of  this  level  of 
services  can  be  computed  as  follows: 


An  example  of  this  calculation  is  given  in  Table  5  on  page  12-15. 
Although  procedures  vary  among  banks,  the  first  step  in  assessing  this 
compensating  balance  requirement  is  to  apply  an  earnings  rate  to  deter- 
mine the  level  of  usable  funds  needed  to  cover  the  bank's  costs.  This 
is  demonstrated  in  Step  I  of  the  example.     The  earnings  rate  used  by 
most  banks  is  tied  to  a  representative  money  market  rate,  such  as  the 
90-day  Treasury  bill  or  average  federal  funds  rate. 

The  deposit  balances  so  determined,  however,  are  not  available  in 
their  entirety  to  the  bank.     Most  banks  are  required  to  hold  a  certain 
portion  of  their  total  deposits  at  Federal  Reserve  banks  to  meet  legal 
reserve  requirements.     This  reserve  requirement,  which  varies  among 
banks,  effectively  reduces  the  usable  portion  of  any  given  deposit  base. 
Therefore,  the  second  step  in  the  calculation  of  the  compensating  bal- 
ance requirement  is  to  factor  in  the  reserve  requirement  to  determine 
the  overall  level  of  deposits  necessary;  this  is  demonstrated  in  Step  2. 

The  effect  of  this  step  in  determining  compensating  deposit  balances 
is  to  reduce  the  level  of  investable  cash  for  municipalities.  One 
approach  that  is  being  used  to  offset  the  impact  of  reserve  requirements 
is  to  use  non-interest  hearing  deposits,  which  have  much  lower  reserve 
requirements,  as  compensating  balances.     As  demonstrated  in  Step  2,  this 
can  substantially  reduce  the  compensating  balance  requirement. 

The  compensating  balance  as  calculated  above  is  required  to  be  held 
in  collected  balances.     Therefore,  most  banks  add  a  "float  factor"  to 
cover  deposits  that  have  been  credited  to  the  municipality's  account  but 
haven't  yet  fully  cleared.     An  imputed  float  factor  has  been  added  in 
Step  3  in  order  to  allow  for  uncollected  funds.     The  actual  percentage 
used  would  be  based  on  an  account  analysis  by  the  bank.     This  gives  a 
net  ledger  balance  required  as  compensation  to  the  bank.     Note  that  the 
balance  according  to  the  bank  is  used,  not  the  balance  according  to  the 
treasurer's  books. 

The  implied  rate  of  cost  calctilated  in  Step  4  is,  in  effect,  the 
"yield"  earned  by  the  municipality  on  the  compensating  balance.     It  is 
computed  in  the  same  way  as  any  yield;  that  is,  by  dividing  the  dividend 
(in  this  case,   the  dollar  cost  of  services  rendered)  by  the  principal 
(the  compensating  balance).  This  percentage  is  then  compared  with  the 


Required  compensating 
balances 


Annual  charges  for 
services 


(  1  -  Reserves  ) 
requi  reraent 


Earnings  factor 
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Table  5 

Example  of  the  Calculation  of 
Compensating  Balance  Requirements  and  Comparison  of  Benefits 


Service  Charges 
(Annual  Basis) 

Collection  Fees  (Tax  Bills) 
Check  Processing 
Account  Reconciliation 
Safety  Deposit  Box  Rental 


Quantity 

30,000 
35,000 
12 
1 


Cost 
Per  Item 

$0.30 
.10 
200.00 
100.00 


Total 
Cost 

$  9,000 
3,500 
2,400 
100 

$15,000 


Compensating  Balance  Calculation 
Data: 

Annual  Charges  for  Services  $15,000 
Earnings  Factor  for  Bank  10.25% 
Reserve  Requirement  13.0% 


Step  I: 

Cost  of  Bank  Services 

Divide  by  Earnings  Rate  Allowed  on  IJeposits* 
Investable  Funds  to  Bank 


$  15,000 
T  .1025 
$146,341 


Step  2: 

Investable  Funds 

Divide  by  (1-Reserve  Requirement) 
Collected  Balance  Requirement 


$146,341 
T  .87 
$168,208 


Step  3: 

Collected  Balance  Required 

Add  Average  Imputed  Float  (10%) 

Ledger  Balance  Required  as  Compensation 


$168,208 
16,821 
$185,029 


Step  4: 

Implied  Rate  of  Cost  of  Services 
(Cost  -  Required  Balance) 


$  15,000 
$185,029 


=  8.1% 


Step  5: 

Compensating  Balance  Required 
Times  Earnings  Potential  of  Balance 

(Best  available  rate  on  liquid  investment) 


$168,208 
X.  1025 


Interest  Income  Potential 
Subtract  Cost  of  Services 


$  17,241.32 
15,000.00 


Potential  Gross  Dollar  Benefit 


$  2,241.32 


*90-day  Treasury  Bill  rate  or  equivalent 
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income  potential  of  the  collected  balance  shown  in  Step  3.     The  rate  used  for 
comparison  is  the  best  available  yield  on  a  liquid  investment,  and  could  be 
that  of  a  money  market  fund,  repurchase  agreement,  or  similar  short-terra 
investment.     If  the  implied  rate  of  cost  is  less  than  the  best  yield  avail- 
able, it  is  cheaper  for  the  municipality  to  pay  for  services  directly  and 
invest  the  available  funds.     This  determination  is  shovm  in  Step  5  where  the 
potential  dollar  benefit  is  calculated. 

The  bank  should  be  willing  to  share  with  the  municipality  the  way  in  which 
it  arrives  at  the  compensating  balances  to  be  maintained  by  the  municipality. 
If  the  bank's  calculation  does  not  bear  this  relationship  to  the  estimated 
service  charges,  or  produces  a  higher  rainiraura  compensating  balance,  chances 
are  the  municipality  could  do  better  by  paying  directly  for  its  banking  serv- 
ices.    At  very  least,  the  municipality  should  seek  estimates  of  required  com- 
pensating balances  from  a  number  of  banks  before  selecting  one.     This  should 
be  done  through  the  bidding  process,  as  described  in  the  following  section. 

CONTRACTING  FOR  BANKING  SERVICES 

An  important  question  that  the  municipality  has   to  answer  at  the  outset  of 
reevaluating  and  contracting  for  its  banking  services  is  how  many  banks  it 
will  use.     Providing  services  to  local  governments  can  be  a  profitable 
business  for  banks,  so  they  naturally  will  compete  to  develop  a  relationship 
with  the  municipality  to  secure  its  banking  contract.     Understandably,  many 
communities  give  in  to  political  pressure  to  "share  the  wealth"  by  dividing 
their  deposits  among  a  number  of  banks. 

From  the  standpoint  of  good  cash  manangement  practices,  however,  use  of  one 
bank  as  the  municipality's  depository  is  preferable.     Concentrating  deposits 
allows  the  municipality  to: 

•  keep  its  cash  in  the  largest  "pool"  possible  for  investment 
pur  poses ; 

•  avoid  tying  up  extra  cash  in  multiple  non-interest  bearing 
compensating  balances; 

•  keep  communications  and  reporting  procedures  as  simple  and  straight 
forward  as  possible;  and 

•  leverage  a  good  package  of  services  at  favorable  terms  with  the 
bank. 

An  alternative  to  sharing  business  that  attempts  to  earn  the  advan- 
tages of  a  single  depository  is  to  rotate  the  municipality's  banking 
business  among  a  number  of  banks  on  an  annual  basis,  with  a  different 
bank  serving  as  the  municipal  depository  each  year.     A  disadvantage  of 
this  method  is  the  continual  disruption  it  produces:     the  municipal 
finance  officer  and  staff  have  to  get  accustomed  to  new  bank  personnel, 
forms,  and  procedures  each  year. 
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SUGGESTED  PROCEDURE  FOR  SELECTING  BANKS 


The  recommended  way  to  choose  a  municipal  depository  is  to  award  the 
municipality's  business  to  one  bank  (subject  to  the  restriction  that  a 
municipality's  deposits  shall  not  exceed  60%  of  a  bank's  equity  without 
satisfactory  security  given  by  the  bank  for  the  excess   [44:55]),  making 
the  decision  on  a  competitive  basis,  and  reevaluating  the  contract  peri- 
odically.    An  open  and  fair  competition  ensures  that  the  municipality 
receives  the  most  services  for  the  lowest  cost  and  avoids  charges  of 
f  avori  tism. 

In  some  municipalities — particularly  smaller  ones--the  competitive 
process  may  necessitate  including  banks  outside  the  local  community. 
While  this  decision  goes  against  the  principle  of  "keeping  the  business 
at  home,"  it  ensures  that  the  municipality  can  select  from  a  wider  range 
of  services  and  also  gets  a  more  accurate  sense  of  competitive  prices 
for  banking  services. 

Generally,  the  competitive  bidding  process  will  include  the  following 
s  teps  : 

•  review  of  the  present  system  and  determination  of  what  additional 
bank  services  are  desired  and  available; 

•  preparation  of  a  Request  for  Proposals  (RFP)  and  distribution  to 
all  banks  in  the  designated  area  (city,  county,  region,  etc.)  (see 
sample  RFP  on  pages  12-31  -  12-36); 

•  holding  of  a  pre-bid  conference  for  all  potential  bidders  to  answer 
questions  and  to  clarify  the  RFP; 

•  preparation  and  submission  of  proposals  by  banks; 

•  evaluation  of  proposals  by  the  municipality; 

•  award  of  a  contract  to  the  recommended  bank; 

•  execution  of  a  banking  services  contract  (see  model  agreement  on 
pages  12-37  -  12-39);  and 

•  implementation  of  the  contract. 

The  evaluation  of  the  relationship  between  the  municipality  and  its 
bank  should  not  end  with  the  selection  of  a  bank  for  deposit  accounts. 
The  municipality  should  evaluate  its  arrangement  with  the  bank  on  at 
least  a  quarterly  basis.     This  evaluation  should  include  verification 
that  the  municipality  is  receiving  the  services  contracted  for  at  the 
agreed-upon  price.     While  it  is  easy  to  verify  the  provision  or  non- 
provision  of  services,  determination  of  costs  is  more  difficult.  The 
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raunlctpality  shoald  require  the  bank  to  provide  a  periodic  statement  of 
the  average  earnings  the  bank  has  achieved  on  the  deposits  of  the  local 
government,  combined  with  a  statement  of  the  costs  of  services  provided 
to  it.     This   information  gives  the  municipality  a  basis  on  which  to 
evaluate  the  bank's  performance. 
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April  1986 

BUREAU  OF  ACCOUNTS 

GUIDELINES  FOR  THE  MAINTENANCE  OF 
COMPENSATING  BALANCE  ACCOUNTS  BY  MUNICIPALITIES 

AND  DISTRICTS 

Chapter  740  of  the  Acts  of  1985 

The  enclosed  guidelines  are  intended  to  provide 
treasurers,  collectors  and  other  local  officials  with 
information  regarding  compensating  balance  accounts. 

This  release  consists  of  four  parts: 

I.  Summary  of  the  New  Law 

II.  Guidelines 

III.  Sample  Contract  &  Request  for  Proposals 

IV.  Bulletin  Outlining  Procedures  for  Obtaining  Town 
Meeting  Authorization  for  Agreements 
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GUIDELINES 
RELATING  TO  THE  MAINTENANCE 
OF  COMPENSATING  BALANCE  AGREEMENTS 
BY  MUNICIPALITIES  AND  DISTRICTS 

Chapter  740  of  the  Acts  of  1985 


I  SUMMARY: 


A  new  section  of  the  General  Laws  relating  to  municipal 
finance  expressly  authorizes  a  municipal  or  district  treasurer 
or  collector  to  enter  into  formal  "compensating  balance" 
agreements  with  banking  institutions.  The  new  statutory 
provision,  inserted  by  Section  1  of  Chapter  740  of  the  Acts  of 
1985,   is  now  found  in  M.G.L.   Chapter  44  Section  53F. 


A  compensating  balance  is  an  arrangement  by  which  a 
city,  town  or  district  maintains  municipal  funds  on  deposit  in 
return  for  designated  banking  services.  Under  such  an 
arrangement,  the  earnings  retained  by  the  bank  on  the  account 
balances  compensate  the  bank  for  the  services  provided. 


Prior  to  the  enactment  of  Chapter  740,  there  was  no 
statutory  authority  for  a  municipality  or  district  to  utilize 
a  compensating  balance  arrangement  to  acquire  banking  services. 

Now,  with  the  advent  of  G.L.  Ch.  44S.  53F,  a  municipal 
or  district  treasurer  or  collector  is  permitted  to  enter  into 
such  an  agreement.  It  should  be  noted,  however,  that  the  law 
also : 

requires  that  any  such  agreement  be  in  writing  and 
not  exceed  one  year; 

provides  for  specific  limitations  on  the  types  of 
services  which  may  be  procured  under  a  compensating 
balance  agreement; 

establishes  a  local  approval  process  for  all  such 
agreements ; 

sets  in  place  annual  reporting  requirements  relating 
to  such  agreements,  and  requires  the  Commissioner  of 
Revenue  to  publish  a  yearly  evaluation  report  on  the 
use  of  compensating  balances. 
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By  enacting  this  new  law,  the  General  Court  of  the 
Commonwealth  clearly  acknowledged  that  compensating  balance 
agreements,  if  properly  structured  and  administered,  could 
assume  a  useful  role  in  the  effective  management  of  municipal 
and  district  funds.  By  including  the  additional  statutory 
requirements,  the  Legislature  sought  to  ensure  the  productive 
and  cost-effective  use  of  public  monies,  and  promote  full 
disclosure  and  accountability  in  the  procurement  of  banking 
services. 


The  Commissioner  of  Revenue  is  empowered  to  issue  such 
reasonable  rules,  regulations,  standards  and  guidelines  as  are 
necessary  to  promote  prudent  fiscal  management  and  ensure  that 
compensating  balance  agreements  are  not  utilized  to  circumvent 
the  appropriation  process  or  other  provisions  of  law. 

The  primary  purposes   of   the  new  compensating  balance  law 

a  re  : 

to  promote  the  productive  and  efficient  use  of 
municipal  funds; 

to  ensure  that  the  process  by  which  banking  services 
are  procured  by  a  municipality  is  open  to  public 
scrut  iny ; 

to  introduce  an  appropriate  degree  of  accountability 
to  the  use  of  compensating  balance  arrangements,  and 

to  establish  a  process  by  which  the  use  and 
cost-effectiveness  of  compensating  balance  agreements 
can  be  readily  evaluated. 


II  GUIDELINES: 


1. DEFINITIONS: 


For  purposes  of  these  Guidelines  the  terms  "Compensating 
Balance"  and  "Banking  Services"  will  have  the  following 
meanings : 

"COMPENSATING  BALANCE  ARRANGEMENT" 

Any  arrangement  whereby  a  municipality  or  district 
obtains  banking  services  (as  defined  in  these 
Guidelines)  based  upon  the  balances  maintained  in 
specified  bank  accounts. 
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The  disbursement  float,  i.e.  amounts  in  an  account 
against  which  checks  have  been  drawn  but  not  yet 
presented  for  payment,   is  a  compensating  balance. 

"BANKING  SERVICES" 

a)  Services  such  as  the  following  provided  in 

connection  with  the  maintenance  of  a  collection 
and  deposit  account  are  banking  services  for 
purposes  of  this  law. 

-deposit  of  cash 

-deposit  of  checks  for  collection 
-billing,  collection  and  lock-box  services 
-acceptance  of  over-the-counter  payments  on 

behalf  of  the  municipality 
-night  depository  services 

-computer  services  incidental  to  the  above 
account  s 


b)  Services  such  as  the  following  provided  in 

connection  with  the  maintenance  of  a  disbursement 
account  are  banking  services  for  purposes  of  this 
law 

-regular  checking  accounts  (including  ordinary 

NOW  accounts) 
-concentration/zero-balance  and  sweep  accounts 
-wire  transfers 

-payroll  and  vendor  payables  services  and 

account i  ng 
-daily  Account  Notification 
-check  sorting  and  account  reconciliation 
-computer  services  incidental  to  the  above 

accounts 


EXCEPTIONS 

A  collection  and  deposit  account  for  the  deposit  of 
miscellaneous  receipts  such  as  license  and  permit 
fees  will  be  exempted  from  the  requirements  of  a 
formal  written  agreement  and  competitive  procurement, 
if  no  large  volume  of  deposits  such  as  taxes,  motor 
vehicle  excises,  utility  or  hospital  receipts  are 
deposited  in  the  account,  provided  that  the  total 
estimated  cost  of  the  services  is  less  than  $S00.  A 
written  statement  of  the  activity  in  the  account  must 
be  filed  annually  with  the  Director  of  Accounts. 

A  disbursement  account  for  miscellaneous  payments 
will  also  be  exempted  from  the  requirements  of  a 


12-23 


formal  written  agreement  and  competitive  procurement, 
if  regular  payroll  checks , vendor  disbursements  or 
similar  large  volume  payment  items  are  not  disbursed 
through  the  account,  provided  the  total  estimated 
cost  of  the  services  is  less  than  $500.  A  written 
statement  of  the  activity  in  the  account  must  be 
filed  annually  with  the  Director  of  Accounts. 

For  accounts  that  qualify  for  the  above  exception  in 
every  respect  except  the  dollar  amount  of  the 
services  to  be  provided,  a  treasurer  or  collector 
may,  with  the  approval  of  the  selectmen  or  council, 
apply  to  the  Director  of  Accounts  in  writing  to  have 
such  accounts  excepted;  the  application  to  the 
Director  must  include  tlie  purpose  of  the  account,  a 
description  and  estimate  of  the  volume  and  cost  of 
transactions,  the  volume  of  transactions  for  the 
municipality's  major  disbursement  or  collection 
accounts,  and  any  other  information  which  may  be 
useful  in  reaching  a  determination. 


Minimal  privileges  for  transferring  funds,  such  as  those 
customarily  provided  in  connection  with  money-market  accounts 
or  other  investment  vehicles,  wil]  be  considered  investment 
rather  than  banking  services,  even  if  they  fall  within  one  of 
the  categories  listed  above. 


EXAMPLE:  An  investment  account  i^/hich  permits  the  account 
holder  at  no  charge  to  write  a  limited  number  of  NOW 
drafts  per  month  in  amounts  greater  than  a  specified 
minimum  amount,  or  to  make  a  small  number  of  wire 
transfers  per  mcnth,  will  not  be  considered  a 
compensating  balance  account,  and  will  need  no 
written  agreement. 


Advisory  and  investment 
underwriting,  certification  of 
and    management    consulting,  and 


banking      services      such  as 
bonds,     placements,  financial 
portfolio    management  services 


cannot  be  provided  on  a  coiTipensating  balance  basis. 


Note  that  non-banking  services  such  as  the  purchase  or 
lease  of  equipment  or  computer  hardware  or  software  cannot  be 
provided  on  a  compensating  balance  basis,  and  must  be  paid  for 
through  a  direct  appropriation.  The  acquisition  of  such 
services  are  not  an  integral  part  of  a  Treasurer's  or 
Collector's  responsibility  and  should  remain  within  the 
discretion  of  the  appropriating  authority.  Use  of  a  dedicated 
terminal  provided  by  a  bank  to  a  treasurer  or  collector  for 
use  in  connection  with  an  ar.courii  maintained  with  that  bank. 
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shall  not  be  considered  a  lease  of  equipment  for  purposes  of 
this  paragraph. 

Contracts  entered  into  directly  bjtween  municipalities 
and  data-processing  companies  or  other  non-banking 
institutions  cannot  be  paid  for  through  a  compensating  balance. 


2. EFFECTIVE  DATE 


The  compensating  balance  law  will  become  effective  on 
April  3,  1986.  For  fiscal  years  beginning  after  that  date, 
compensating  balance  agreements  entered  into  by  a  municipal  or 
district  treasurer  or  collector  must  be  in  full  compliance 
with  the  provisions  of  the  new  law  and  these  guidelines. 

If  treasurers  and  collectors  have  obtained  the 
authorization  of  the  appropriating  or  budgetary  authority 
(e.g.,  town  meeting,  town  or  city  council,  district  governing 
body)  by  July  1,  1986,  they  may  continue  existing  compensating 
balance  agreements  for  services  defined  in  these  Guidelines 
until  September  30,  1986.  Written  agreements  in  full 
compliance  with  the  contractual  and  competitive  procurement 
requirements  of  these  Guidelines  must  be  approved  and  in 
effect  by  September  30,   1986  at  the  latest. 


3. AGREEMENT 


The  proper  parties  to  a  compensating  balance  agreement 
are  a  treasurer  or  collector  of  a  city,  town,  district  or 
regional  school  district,  and  a  banking  institution  which  has 
its  principal  offices  in  Massachusetts. 


All  compensating  balance  agreements  must  be  in  writing. 
The  duration  of  any  such  agreement  may  not  exceed  one  year. 
Municipalities  may  not  appropriate  money  to  maintain  the 
balances  called  for  by  a  compensating  balance  agreement,  but 
may  appropriate  to  pay  for  services  to  the  extent  that  the 
earnings  credits  on  the  balances  were  insufficient  under  the 
terms  of  the  agreement  to  pay  for  said  services. 

The  Commissioner  of  Revenue  must  approve  all  such 
agreements  as  to  form.  Any  compensating  balance  agreement  must 
include     at  least  the  following  terms: 


12-25 


-the  duration  of  the  agreement  (ordinarily  agreements 
should  begin  July  1  and  terminate  on  June  30  to 
coincide  with  the  fiscal  year); 

-a  detailed  description  of  the  services  to  be  provided; 

-a  schedule  of  charges  for  each  service; 

-the  amount  of  the  collected  balance  required  to 
be  maintained,   or  the  formula  for  determining  such 
balance,   and  the  method  of  calculating  the 
earnings  credits  to  be  applied  against  the  charges 
for  services; 

-termination  provisions; 

-reporting  requirements  (these  should  be  adequate  to 
permit  the  treasurer  or  collector  to  report  to  the 
Commissioner  in  compliance  with  the  requirements  set 
forth  below) ; 

-approval  by  the  selectmen,   town  council,  city 
council,  or  district  governing  body; 


Compensating  balance  agreements  should  be  submitted  to 
the  Bureau  of  Accounts,  P.O.  Box  7015,  Boston,  MA  02204,  for 
approval  as  to  form.  Any  agreement  submitted  shall  be  deemed 
approved  unless  it  has  been  disapproved  within  thirty  days  of 
its  receipt  by  the  Bureau.  All  agreements  should  be  received 
by  the  Bureau  at  least  thirty  days  before  their  effective 
dates.  A  sample  compensating  balance  agreement  is  included 
with  these  Guidelines. 


4. LOCAL  APPROVAL  PROCESS 


A  compensating  balance  agreement  between  a  municipal  or 
district  treasurer  or  collector  and  a  banking  institution 
should  be  reviewed  by  the  municipality's  chief  executive 
officer  and  by  the  town  counsel  or  city  solicitor.  In  order 
for  the  agreement  to  become  effective,  certain  approvals  are 
requi  red . 

In  a  city,  a  compensating  balance  agreement  must  be 
approved  by  the  city  council  (and  the  mayor  if  required  by 
law)   in  order  to  become  effective. 


In  a   town  having  a  town  council  form  of  government,  such 
an  agreement  must  be  approved  by  the  town  council. 
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In  all  other  towns  (those  without  a  town  council),  a 
twofold  requirement  must  be  satisfied  in  order  for  a 
compensating  balance  agreement  to  become  effective. 

First,  the  town  meeting  must  vote  to  authorize  its 
treasurer  or  collector  to  enter  into  such  agreements  for 
a  specified  year.  The  treasurer  or  collector  may  then 
solicit  a  provider  of  banking  services  on  such  a  basis. 

After  a  compensating  balance  agreement  has  been 
finalized,  approval  of  the  board  of  selectmen  is 
required  in  order  for  the  agreement  to  become  effective. 

In  a  regional  school  district,  the  regional  school 
district  committee  must  approve  the  compensating  balance 
agreement.  In  any  other  district,  the  approval  of  the  district 
meeting  or  other  governing  body  of  the  district  is  required. 


Approval  of  the  agreement  must  be  by  a  majority  vote, 
evidenced  by  a  certification  by  the  clerk  of  the  city  or  town 
council  and  the  signature  of  the  presiding  officer  of  the 
council,  or  by  the  signatures  of  a  majority  of  the  board  of 
selectmen,  or  by  a  certified  vote  of  the  district  meeting  or 
other  governing  body  of  the  district. 


Town  Meeting  Warrant  Article 

The  following  article  should  be  inserted  in  the  warrant 
of  a  town  meeting  to  authorize  compensating  balance 
agreements : 

To  see  whether  the  town  will  authorize  the  treasurer 
(collector)  to  enter  into  compensating  balance 
agreements  during  fiscal  1987,  as  permitted  by  General 
Laws  Chapter  44  Section  53F. 


Refer    to    the    attached    letter  of    February    28  ,    1986  for 

procedures    to    be    used    by    towns    to  obtain    approval    to  enter 

into  compensating  balance  agreements  for  fiscal  1987. 

5. REPORTING  REQUIREMENTS 


The  new  law  expressly  requires  that  a  treasurer  or 
collector  who  has  entered  into  a  compensating  balance 
agreement  file  annually  with  the  Commissioner  of  Revenue  such 
information  as  is  required  to  determine  whether  the  funds 
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maintained  on  deposit  with  the  bank,  have  exceeded  the  amount 
required  by  the  agreement.  The  first  reporting  period  will  be 
the  year  ending  June  30,  1987  and  the  nature  and  form  of  the 
required  report,  along  with  detailed  filing  instructions,  will 
be  provided  prior  to  the  filing  date.  The  information  that 
will  be  required  will  include  at  a  minimum  the  following: 

-the  balances  maintained  by  the  municipality; 

-the  type  and  volume  of  services  provided; 

-the  charges  for  such  services; 

-the  interest  rates  used  to  calculate  earnings  credits; 

-the  surplus  or  deficit  of  such  credits  less  service 
charges. 

Based  upon  such  information,  the  Commissioner  will 
annually  prepare  and  issue  a  report  on  the  use  of  compensating 
balance  agreements.  By  law,  such  report  must  identify  for 
each  city,  town  or  district  using  such  agreements,  and  by 
banking  institution,  the  average  daily  amounts  maintained  on 
deposit  which  are  in  excess  of  the  amounts  necessary  to 
fulfill  the  terms  of  the  compensating  balance  agreements. 


A  copy  of  the  comissioner' s  report  on  compensating 
balances  will  be  sent  to  the  treasurer  or  collector,  the  mayor 
and  city  council,  the  selectmen,  the  regional  school  district 
committee,  the  prudential  committee,  if  any,  otherwise  the 
commissioners  of  each  city,  town  or  district  named  in  the 
report.  A  copy  of  the  report  must  also  be  provided  to  the 
Inspector  General  of  the  Commonwealth. 


6. COMPETITIVE  PROCUREMENT  REQUIREMENT 

In  order  to  insure  the  efficient  acquisition  of  banking 
services  through  compensating  balance  agreements,  such 
agreements  must  be  entered  into  pursuant  to  a  competitive 
procurement  process,  if  the  estimated  cost  of  the  services  to 
be  provided  exceeds  $5,000.  A  compensating  balance  agreement 
for  the  provision  of  services  worth  $5,000.  or  less  is  exempt 
from  the  procurement  requirement  of  these  Guidelines. 


No   agreement   shall    be   split    or   divided   for   the  purpose 
of  evading  any  provision  of  this  section. 
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Where  the  estimated  amount  of  the  services  to  be 
provided  is  more  than  $500.  but  less  than  $5,000.,  a  treasurer 
or  collector  should  solicit  proposals  orally  or  in  writing 
from  at  least  three  banking  institutions  and  make  a  written 
memorandum  of  the  institutions  solicited  and  the  proposals 
made . 


A  compensating  balance  agreement  may  only  be  entered 
into  after  proposals  for  the  agreement  have  been  invited  by 
direct  solicitation  of  at  least  three  banking  institutions, 
and  by  advertisement  in  at  least  one  newspaper,  if  any, 
published  in  the  city,  town  or  district,  otherwise  in  at  least 
one  newspaper  of  general  circulation  in  the  city,  town  or 
district,  such  publication  to  be  at  least  one  week  before  the 
time  specified  for  the  opening  of  said  proposals.  The 
advertisement  shall  state  the  time  and  place  for  opening  the 
proposals  and  shall  reserve  to  the  city,  town  or  district  the 
right  to  reject  any  or  all  such  proposals.  Proposals  shall  not 
be  opened  publicly,  but  shall  be  opened  in  the  presence  of  at 
least  two  officials  at  the  time  specified  in  the  request  for 
proposal s . 


The  request  for  proposals  should  include  a  description 
of  the  services  to  be  purchased,  the  time  and  date  for  receipt 
of  proposals,  the  address  of  the  office  to  which  proposals  are 
to  be  delivered,  the  maximum  time  for  acceptance  by  the 
governmental  body,  evaluation  criteria  such  as  compliance  with 
all  applicable  General  Laws,  completeness  of  the  proposal, 
ability  of  the  bank  to  meet  service  requirements,  the 
financial  record  and  stability  of  the  proposer,  the  level  of 
compensating  balance  or  credit  required,  all  contractual  terms 
and  conditions  applicable  to  the  procurement,  and  such  other 
criteria  as  the  municipality  may  deem  appropriate. 


The  request  for  proposals  shall  specify  only  one  of  the 
following  two  forms  for  the  submission  of  cost  information: 

Costs  shall  be  stated  in  terras  of  a  fixed  balance 
required  to  be  maintained  for  the  total  volume  of 
each  service 

OR 

Costs  shall  be  stated  in  terms  of  the  earnings 
credits  required  per  unit  of  each  service. 

The  treasurer  and/or  collector  is  responsible  for  the 
evaluation  of  the  proposals  and  may  designate  additional 
individuals  to  participate.  No  other  factors  or  criteria  can 
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be  used  in  the  evaluation  other  than  those  contained  in  the 
Request  for  Proposal. 


The  evaluation  must  be  in  writing  and  specify  for  each 
evaluation  factor,  a  rating  of  each  proposal  and  a  composite 
rating  for  each  proposal  and  the  reasons  therefor. 


A  sample  Request  for  Proposals  is  attached. 

These    Guidelines    may    be    amended    from    time    to    time  as 
requi  red . 
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REQUEST  FOR  PROPOSALS 
TOWN  OF  EVERYTOWN  BANKING  SERVICES 


(NOTE  THAT  THIS  AGREEMENT  IS  ONLY  A  SAMPLE;  THE 
SPECIFICATION  OF  SERVICES  TO  BE  PROVIDED,  THE  INTEREST  RATE 
USED  IN  CALCULATING  EARNINGS  CREDITS  AND  OTHER  TERMS  MAY 
DIFFER  SUBJECT  TO  THE  AGREEMENT  OF  THE  PARTIES.) 


General  Information; 

The  Town  of  Everytown,  by  way  of  this  document,  requests 
proposals  and  competitive  quotations  of.  costs  to  purchase  the 
banking  services  specified  herein,  the  consideration  for  which 
will  be  the  maintenance  of  a  compensating  balance  with  the 
provider  of  the  service  (the  bank). 

Background : 

Massachusetts  General  Laws,  Chapter  44,  Section  53F, 
authorizes  municipal  treasurers  and  collectors  to  enter  into 
written  agreements  with  banking  institutions  having  their 
principal  offices  in  the  Commonwealth,  for  periods  of  up  to 
one  year,  to  maintain  a  compensating  balance  in  return  for  the 
banking  institution's  provision  of  banking  services. 

Municipalities   may   not   appropriate   money   to  maintain  the 

balances   called    for    by   a   compensating   balance   agreement,  but 

may    appropriate    to    pay    for    services    to    the    extent    that  the 

earnings  credits  on  the  balances  are  insufficient  under  the 
terms  of  such  an  a  agreement  to  pay  for  said  services. 

The  town  of  Everytown  invites  qualified  banking 
institutions  having  their  principal  offices  in  the 
Commonwealth  to  submit  proposals  for  the  provision  of  banking 
services  as  described  herein. 

Instructions : 

All  proposals  must  be  submitted  in  sealed  envelopes 
bearing  on  the  outside  the  name  of  the  proposer,  the  address, 
the  title  of  the  proposal  and  the  words  "Town  of  Everytown 
Banking  Services". 

It  is  the  sole  responsibility  of  the  proposer  to  insure 
that  the  proposal  arrives  on  time  at  the  designated  place. 

The  proposal  must  be  signed  in  the  name  of  the  banking 
institution  and  must  bear  the  handwritten  signature  of  the 
person  or  persons  duly  authorized  to  sign  the  proposal. 

The  name,  office  address  and  office  telephone  number  of 
the  point  of  contact  must  be  clearly  identified. 
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Completed  proposals   together  with  five  (5)  copies  will  be 

received       in       the       treasurer/collector's       office  at   

(address)  no     later     than   (a.m., p.m.)  

date,   19  . 

Proposals  must  separately  state  the  amount  of 
compensating  balance  or  compensating  balance  credit  to  be 
required  foi'  each  banking  service  to  be  provided.  For  any 
banking  service  included  in  the  Request  for  Proposals  which 
the  proposer  does  not  propose  to  provide,  or  which  cannot  be 
separately  provided,  a  statement  to  that  effect  must  be 
included.  The  town  may  accept  any  service  as  a  separate 
proposal  unless  specifically  exempted  by  the  above  required 
statement . 

Additional  services  the  Bank  may  be  in  a  position  to 
provide  may  be  included  at  the  end  of  the  proposal. 

The  Bank  should  submit  with  the  proposal  a  financial 
history  for  the  past  three  years,  including  a  description  of 
the  institution's  market  area  and  the  identity  of  the  account 
officer(s)  who  v%'ill  be  responsible  for  the  town's  accounts. 
All  banking  institutions  which  submit  a  proposal  will  be 
notified  within  thirty  days  after  the  opening  of  proposals  of 
the  town's  selection. 

Selec  t  ion  c  r 1 1 e  r i  a : 

All  proposals  will  be  evaluated  based  on: 
•compliance  with  all  applicable  General  Laws, (e.g. 
Chapter   4^,   Sections  5  3F  and  55); 
-completeness  of  the  proposal; 

-the  ability  of   the  Dank  to  meet  the  service  requirements; 

-the  financial  record  and  stability  of  the  bank; 

-the  level  of  compensating  balance  or  credit  required. 

Trie  town  wiil  evaluate  the  proposals  and  quotations  based 
on  the  information  at  hand  and  may  also  ask  questions  of  a 
clarifying  nature  from  proposers  as  required.  Such  questions 
must  be  in  writing  and  forthcoming  answers  will  become  part  of 
the  official  proposals.  These  questions  and  answers  will  not 
be  mailed  to  all  proposers,  but  only  to  those  whose  proposals 
require  c  1  a  r  i  f  i  c  a  1 1  o  ii  = 

When  the  town  has  tentatively  selected  a  proposal,  it  may 
request  a  conferencv'i  to  formulate  plans  in  greater  detail,  to 
clarify  any  unclear  areas,  and  otherwise  to  complete 
negotiations  prior  to  the  formal  award.  Contract  terms 
relating  to  charges  for  services  and  the  calculation  of 
earnings  credits  may  not  be  altered  during  the  conf erence( s) . 
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Based  upon  the  review  of  the  proposals  and  conferences, 
the  winning  proposal  will  be  selected  and  a  draft  contract 
will  be  prepared.  Upon  approval  by  the  selectmen,  the  contract 
signing  will  follow. 

Terms  and  Conditions: 

The  town  reserves  the  right  to  reject  any  or  all 
proposals,  and  to  accept  or  reject  any  service  or  combination 
of  services.  The  award  of  the  contract  will  be  to  the 
qualified  banking  institution  whose  proposal  best  complies 
with  all  the  requirements  set  forth  in  this  request,  and  whose 
proposal  in  the  opinion  of  the  town  is  the  best,  taking  into 
consideration  all  aspects  of  the  proposer's  responses, 
including  the  total  compensating  balance  or  credit. 

In  the  event  that  the  bank  to  whom  the  contract  is 
awarded  does  not  execute  a  contract  within  thirty  (30)  days 
after  the  award,  the  town  may  give  notice  to  such  bank  of 
intent  to  award  the  contract  to  the  next  most  qualified 
proposer  or  to  call  for  new  proposals,  and  may  proceed  to  act 
accordingly.  In  no  event  will  town  permit  modifications  to  the 
amounts  in  the  proposal.  The  proposal  as  submitted  will  be  the 
last  and  final  offer. 

This  request  indicates  the  number  of  transactions 
anticipated.  Although  this  is  the  town's  best  estimate  of 
volume,  the  town  does  not  guarantee  these  as  minimum  or 
maximum  volumes. 

Contract  Specifications: 

The    types    of    banking    services    which    the    town   wishes  to 
obtain  through  this  agreement  are  set  out  in  Appendix  A. 

Compensation  shall  be  provided  either  in  the  form  of  a 
compensating  balance  credit  determined  by  a  formula  or  as  a 
minimum  compensating  balance  for  each  banking  service  included 
in  the  proposal,  with  adjustments  for  volume  changes  in 
services  performed  or  fluctuations  in  interest  rates,  if 
permitted  by  the  contract.  A  compensating  balance  credit  will 
be  determined  by  multiplying  the  average  daily  collected 
balance  minus  the  bank's  reserve  requirement  by  the  rate  of 
earnings  credit  as  specified  by  the  contract. 

The    compensating    balance    required    to    support    a  given 
amount  of  service  charges  may  be  calculated  as  follows: 

Required  Comp.  Bal.=  (Service  Charges )  

(earnings  f actor)XC 1-reserve  requirement ) 

where  the  earnings  factor  is  the  rate  at  which  credits 
are  earned  on  the  town's  collected  balance  in  the  account 
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Where    the    agreement    is    structured    on    the    basis    of  a 
fluctuating    rather    than    a    fixed    balance,    the    above  formula 
will    be    used    by    the    treasurer    or    collector    to    project  the 
average   balance   needed   in   the   upcoming   period   to  pay  for  the 
services  which  are  expected  to  be  provided. 

For  each  banking  service  included  in  the  proposal,  the 
time  period  for  the  minimum  balance  or  the  computation  of  the 
credit  must  be  stated  (e.g.  daily,  weekly  or  monthly).  If  the 
actual  balance  or  credit  exceeds  the  minimum,  a  credit  must  be 
given  to  be  used  in  any  subsequent  time  period  when  the  actual 
balance  falls  below  the  minimum  called  for  by  the  contract. 

If  there  is  a  surplus  or  shortfall  in  the  amount  of 
credits  earned  or  balances  maintained  in  any  period,  the 
amount  of  such  surplus  or  shortfall  shall  be  carried  forward 
to  the  next  period.  In  the  event  that  at  the  end  of  the  terra 
of  the  contract  there  is  an  accumulated  surplus  in  the  amount 
of  the  earnings  credits,  payment  shall  be  made  to  the  town  in 
the  amount  of  such  surplus  credits,  to  the  extent  that  such 
payment  is  not  forbidden  by  law. 

The  bank  shall  have  no  right  to  payment  of  any  damages  as 
a  result  of  a  failure  by  the  municipality  to  maintain  the 
minimum  balance  called  for  under  the  contract,  except  to  the 
extent  that  the  town  appropriates  funds  to  pay  for  services 
rendered  in  excess  of  the  amount  the  compensating  balance 
credits  earned.  The  bank  shall  have  the  right  to  cancel  the 
contract  upon  written  notice  to  the  treasurer  by  certified 
mail  return  receipt  requested.  The  bank's  obligations  under 
the  contract  shall  terminate  at  the  close  of  business  on  the 
thirtieth  business  day  following  the  day  on  which  notice  of 
cancellation  is  given. 

The  municipality  shall  have  the  right  to  cancel  the 
contract  by  giving  written  notice  by  certified  mail  return 
receipt  requested  to  an  officer  of  the  bank  to  be  designated 
in  the  contract.  In  the  event  of  cancellation  by  the 
municipality,  all  obligations  of  the  bank  and  the  municipality 
shall  terminate  at  the  close  of  business  on  the  thirtieth 
business  day  after  notification  is  delivered  to  the  bank. 

Either  party  may  call  a  meeting,  within  seven  days  after  a 
notice  of  termination  given  by  either  party,  to  attempt  to 
resolve  the  problem  which  led  to  the  termination.  Any 
subsequent  adjustment,  modification,  or  renegotiation  of  the 
contract  terms  shall  require  the  approval  of  the  Board  of 
Selectmen,  Town  Council  or  City  Council. 

The    bank    shall    furnish    a    monthly    analysis    report    to  the 

town   within    twenty    (20)    days    after    the    end    of    each  calendar 

month      which     indicates     the    daily    average    balance    of  each 

account,    the    volume    and    total    cost    of    transactions,    and  the 

cumulative  surplus  or  deficit  in  the  earnings  credits  for  the 
year  to  date. 
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APPENDIX  A 


Scope  of  Banking  Services: 

1.  Checking  Account  Bank  shall  accept  deposits,  endorse  and 
photograph  all  checks  deposited,  service  all  dishonored  and 
returned  checks,  maintain  and  reconcile  the  account,  provide 
monthly  statements  and  all  facilities  normally  provided  to 
checking  account  customers,  as  well  as  furnishing  preprinted 
to  specifications  all  checks,  deposit  slips,  stop  payment 
forms  and  other  instruments  pertaining  to  transactions  for  the 
account . 

Deposits  average  about  $750,000  per  month.  There  are 
approximately  500  checks  written  per  month  in  the  current 
fiscal  year. 

It  is  estimated  that  three  to  five  stop  payments  will  be 
issued  per  month. 

It  is  estimated  that  the  town  will  have  approximately  ten 
outgoing  and  5  incoming  wire  transfers  per  month. 

2.  Collection  Services  The  bank  will  maintain  a  post  office 
box  from  which  mail  wTll  be  picked  up  daily;  the  bank  will  be 
responsible  for  opening  mail  and  depositing  all  payments  of 
taxes  and  other  accounts  due  the  town  for  collection  on  behalf 
of  the  town. 

It  will  credit  all  payments  to  the  payers  as  of  the  date  they 
are  received  by  the  bank,  and  return  to  the  town  all  checks 
for  which  no  account  exists,  or  for  which  the  amount  of  the 
check  does  not  equal  the  amount  of  the  liability,  or  which  are 
received  after  the  due  date  of  the  bill  or  account. 
The  bank  will  provide  a  weekly  statement  of  payments  received. 
The  bank  shall  supply  the  town  with  night  depository  bags, 
keys  and  services. 

Currently,  the  town  uses  4  12"  x  15"  locking  bags,  3  8"  x 
11"  locking  bags  and  2  6"xll"  zippered  bags.  Price  lists 
for  additional  bank  bags  shall  be  included  in  the 
proposal.  In  the  current  fiscal  year  the  town  will  issue 
3400  first  and  second  half  tax  bills  totalling  $4,200,000, 
and  3700  water  and  sewer  bills  totalling  $1,900,000. 

3 .  Payroll :  Bank  shall  accept  deposits  into  payroll  account  or 
honor  authorized  transfer  of  funds  to  the  account.  Bank  shall 
completely  reconcile  the  account,  reporting  to  town  weekly  all 
checks  paid  by  check  number,  date  issued  and  amount,  together 
with  appropriate  totals.  Town  will  furnish  bank  with  details 
of  checks  issued  by  means  of  magnetic  tape,  punched  cards, 
duplicate  check  copies  with  magnetic  ink  numbers,  or  some 
other  mutually  acceptable  transmittal  system. 

The  town  is  currently  on  a  weekly  payroll  basis  for  some 
two  hundred  (200)  employees.  Net  pay  amounts  to  $175,000 
weekly.  It  is  the  intent  of  the  town  to  continue  with  this 
payroll  system;  however  the  system  may  change.  The  payroll 
checking  account  will  be  funded  on  payday  in  the  full  amount 
of  the  checks  being  issued  to  employees. 
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The  bank  shall  also  provide  the  town  with  a  yearly  report 
in  such  form  and  including  such  information  as  may  be  required 
of  the  town  by  the  Commissioner  of  Revenue. 

A  proposer  must  include  in  the  proposal  the  certification 
required  by  Chapter  40,  Section  4B  1/2  of  the  General  Laws: 

"The  undersigned  certifies  under  penalties  of  perjury  that 
this  bid  is  in  all  respects  bona  fide,  fair  and  made 
without  collusion  or  fraud  with  any  other  person.  As  used 
in  this  section,  the  word  "Person"  shall  mean  any  natural 
person,  joint  venture,  partnership,  corporation,  or  other 
business  or  legal  entity. 

Name  of  person  signing  bid 
Company  " 
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AGREEMENT  FOR  THE  PROVISION  OF  BANKING  SERVICES 


(NOTE  THAT  THIS  AGREEMENT  IS  ONLY  A  SAMPLE;  THE 
SPECIFICATION  OF  SERVICES  TO  BE  PROVIDED,  THE  INTEREST  RATE 
USED  IN  CALCULATING  EARNINGS  CREDITS  AND  OTHER  TERMS  MAY 
DIFFER  SUBJECT  TO  THE  AGREEMENT  OF  THE  PARTIES.) 


The  (the     bank)     and     the     town     of  Everytown 

Massachusetts  (the  town)  hereby  enter  into  the  following 
agreement  for  the  provision  of  banking  services. 

AUTHORITY: 

This  agreement  is  made  under  the  provisions  of  General 
Laws  Chapter  44  section  53F,  and  has  been  authorized  by  a  vote 
of  the  town  taken  on   ,19  . 

TERM  OF  AGREEMENT: 

This  agreement  shall  be  valid  for  a  term  of  one  year 
starting  on  July  1,   19       and  terminating  on  June  30,   19  . 

GENERAL  PROVISIONS: 

Payment  for  the  service  to  be  performed  by  the  bank  will 
be  effected  through  the  maintenance  of  a  compensating  balance 
by  the  town  in  its  account  with  the  bank.  In  the  event  that 
the  town  fails  to  maintain  balances  sufficient  to  meet  its 
obligations  under  this  agreement,  the  bank's  only  remedies 
shall  be  the  right  to  terminate  the  provision  of  services  to 
the  town  under  this  agreement,  or  request  the  town  to 
appropriate  for  services  rendered  in  excess  of  the  amount  of 
compensating  balance  credits  earned. 

The  bank  shall  exercise  its  right  to  terminate  its  service 
obligations  by  notifying  the  treasurer  of  the  town  in  writing 
sent  by  certified  mail,  return  receipt  requested,  of  its 
intent  to  cancel  the  contract;  the  bank's  obligations  to 
provide  services  under  the  contract  shall  terminate  at  the 
close  of  business  on  the  thirtieth  day  following  the  day  on 
which  notice  of  cancellation  is  given.  In  no  event  shall  the 
town  be  liable  to  pay  the  bank  any  sums  on  account  of  services 
rendered  under  this  contract,  except  to  the  extent  that  the 
town  appropriates  funds  for  such  purposes. 

Either  party  may  call  a  meeting,  within  seven  days  after 
a  notice  of  termination  given  by  either  party,  to  attempt  to 
resolve  the  problem  which  led  to  the  termination.  Any 
subsequent  adjustment,  modification,   or  renegotiation  of  the 
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contract  terms  shall  require  the  approval  of  the  Board  of 
Selectmen,  Town  Council  or  City  Council. 

The  town  shall  have  the  right  to  cancel  this  agreement  by 
giving  written  notice  signed  by  the  treasurer  and  sent  by 
certified  mail  return  receipt  requested  to  the  account  officer 
designated  in  this  contract,  of  its  intent  to  terminate  the 
contract.  At  the  close  of  business  on  the  thirtieth  day 
following  the  sending  of  such  notice,  all  obligations  of  both 
the  town  and  the  bank  under  this  agreement  shall  terminate. 

The  account  officer  responsible  for  handling  relations 
with  the  town  in  connection  with  this  agreement  is  (Name  S 
position  of  bank  officer). 


BANKING  SERVICES: 


(Alternative  A) 


The    bank    agrees    to    provide    the    following    services  in 
return  for  : 

EARNINGS  CREDIT 


SERVICE  REQUIRED 

-payment  of  check  drawn  by  town  $0.08 

-charge  for  overdrawn  checks  $12.00 

-charge  for  stop  payment  order  $8.00 

-account  maintenance  5  monthly  statement  $5.00 

-printing  of  blank  checks  (1000)  $11.00 

-wire  transfers  $20.00 


(Alternative  B) 


The    bank    agrees    to    provide    the    following    services  in 

return  for  the  maintenance  of  the  specified  balances  in  the 
compensating  balance  account: 

SERVICE  BALANCE  REQUIRED 

-preparation  of  payroll  checks  $8,000 
-payroll  accounting  and  reporting 

to  government  agencies  (e.g.  W-2  forms)  $17,000 

-weekly  payroll  statement  to  town  $1,500 

TOTAL  $26, 500 

(Alternative  C) 

The  bank  agrees  to  provide  the  following  collection 
services  in  return  for  the  amount  of  compensating  balance 
credits  specified  for  each  transaction: 

EARNINGS  CREDIT 
SERVICE  REQUIRED 
-maintenance  of  a  post  office  box  $18. /month 

from  which  mail  will  be  picked  up  daily 
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-opening  of  mail  and  deposit  of  all 
payments  of  taxes  and  other  accounts  due 
the  town  for  collection  on  behalf  of  the 
town 

-crediting  of  all  payments  to  the  payers 
as  of  the  date  it  is  received  by  the  bank 

-returning  to  the  town  all  checks  for  which 
no  account  exists,  or  for  which  the  amount 
of   the  check  does  not  equal   the  ainount  of 
the  liability,  or  which  diz-  received  after 
the  due  date  of  the  bill  or  account 

-providing  a  weekly  statement  of  payments 
recei  ved 

-night  depositary  services 


$. 22/bill 


$ . 06/payment 


$. 31/check 


$9. 00/week 


$70. /month 


CALCULATION  OF  CREDITS: 

Credits  for  the  maintenance  of  the  town's  balance  shall  be 
calculated  based  on  the  daily  balance  in  the  town's  checking 
account.  For  each  month  the  amount  of  the  credit  shall  be  the 
average  amount  of  the  daily  closing  balance  in  the  account, 
multiplied  by  the  monthly  interest  late  on  ninety  day  Treasury 
notes  issued  during  that  month. 

If  there  is  a  surplus  or  shortfall  in  the  amount  of 
credits  earned  or  balances  maintained  in  any  period,  the 
amount  of  such  surplus  or  shortfall  siiall  be  carried  forward 
to  the  next  period.  In  the  event  that,  at  the  end  of  the  term 
of  the  contract  there  is  an  accumulated  surplus  in  the  amount 
of  the  earnings  credits,  payment  shall  be  made  to  the  town  in 
the  amount  of  such  surplus  ciedits,  to  the  extent  that  such 
payment   is  not  forbidden  by  law. 

REPORTING  REQUIREMENTS: 

The  bank  shall  furnish  the  tov/n  with  a  monthly  statement 
showing  the  balance(s)  maintained.  the  credits  earned,  the 
volume  and  type  of  services  provided,.  the  average  daily 
balance,  the  interest  rate  used  to  calculate  earnings  credits, 
the  net  surplus  or  deficit  of  credits  earned  minus  the  cost  of 
services,  and  the  accumulated  surplus  or  deficit  for  the  year 
to  date.  The  bank  shalJ  also  f^unish  within  twenty  business 
days  after  the  expiration  or  tecininai  iCfn  of  the  agreement  an 
analysis  of  the  account  activity  and  credit  earnings  in  the 
form  required  by  the  Conni)  i  s  i '» o  .sr.  r  of  Revenue  under  the 
provisions  of  General  Laws  (h.44  :;5F. 


for  the  bank 


(s/bank  officer) 


for  the  town 


(  s i, i  e a -5 lAi  e r  or  collector) 


( .s/i.elec  I. man) 


Approved : 


,19 


is/  "  ) 
is/       "  ) 
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IRA  A  JACKSON 

COMMISSIONER 

EDWARD  J  COLLINS.  Jr 

DEPUTY  COMMISSIONER 

KENNETH  A  MARCHURS 

DIRECTOR  OF  ACCOUNTS 


Qje^ai^tment      ^£ venue 
bureau/  6^ S^!:€^u^Ui/ 

..j^vereH^  ^^/a^&nSia^ ^tud^tn^,  '^»ve^mmen4'  ^^^e^Ue^ 


MAIL  ADDRESS 
PO  BOX  7015 
BOSTON  MASS  02204 


February  28,  1986 


To:  All  Municipal  &  District  Treasurers  &  Collectors 
From:  Kenneth  A.  Marchurs,  Director  of  Accounts 
Subject:  Compensating  Balance  Agreements 


Chapter  740  of  the  Acts  of  1985,  which  authorizes  Treasurers  and  Collectors 

to  enter  into  compensating  balance  agreements,   requires  that  the  use  of  such 

agreements  be  authorized  each  year  by  the  town  meeting  in  towns  with  a  town 
meeting  form  of  government. 

During  the  past  several  weeks  the  Department  of  Revenue  has  conducted 
seminars  throughout  the  Commonwealth  concerning  the  new  legislation  regulating 
compensating  balances.  In  the  course  of  these  seminars  it  has  become  clear 
that  many  treasurers  and  collectors  are  unaware  of  the  broad  scope  of  the 
legislation's  impact. 


Since  bank  accounts  through  which  vendor  payments  and  payroll  checks  are 
disbursed,  lock-box  collection  arrangements  and  many  other  common  banking 
services  may  be-  compensating  balance  arrangements  within  the  meaning  of  the 
new  law,  treasurers  and  collectors  will  need  to  obtain  either  increased 
appropriations  to  pay  for  such  banking  services  directly,  or  will  need 
approval  to  enter  into  compensating  balance  agreements.  Treasurers  and 
collectors  of  towns  with  a  town  meeting  form  of  government  or  of  tax  levying 
districts  should  consult  the  attached  bulletin  on  how  to  obtain  the  necessary 
authorization  now  for  such  agreements  for  fiscal  1987. 

Because  of  the  problems  of  timing  in  this  transition  year  it  is  important 
that  municipal  officials  act  as  promptly  as  possible  to  minimize  the  inherent 
difficulties  which  may  arise  in  the  course  of  implementing  the  new  legislation. 

Detailed  guidelines  concerning  the  requirements  for  compensating  balance 
agreements  will  be  issued  at  the  beginning  of  April  1986.  In  the  meantime, 
collectors  and  treasurers  should  take  the  necessary  steps  to  obtain  town 
meeting  approval  for  such  agreements  if  they  wish  to  be  able  to  use  such 
agreements  in  fiscal  1987. 


I 
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BULLETIN 


PROCEDURES  FOR  OBTAINING  TOWN  MEETING  AUTHORIZATION 
OF  COMPENSATING  BALANCE  AGREEMENTS 

In  order  to  obtain  the  necessary  approval  for  fiscal  1987  agreements,  the 
following  procedures  should  be  considered  by  Treasureres  and  Collectors  who 
wish  to  use  such  agreements  In  fiscal  1987: 

-If  the  warrant  for  the  annual  town  meeting  Is  aoc  closed,  request  the 
selectmen  to  Include  an  article  similar  to  the  attached  sample 
article; 

-if  the  warrant  is  closed  but  not  yet  published,  request  the  selectmen 
to  open  the  warrant  for  the  purpose  of  inserting  such  an  article,  and 
then  close  the  warrant  again; 

-if  the  warrant  is  closed  and  published,  and  there  is  still  enough 
time  before  the  annual  town  meeting  to  call  a  special  town  meeting 
in  conjunction  with  the  annual  meeting,  request  ttie  selectmen  to 
issue  a  warrant  for  such  a  special  town  meeting  to  consider 
the  article  authorizing  compensating  balance  agreements; 

-if  there  is  not  enough  time  before  the  annual  meeting  to  call 
a  concurrent  special  town  meeting,  make  a  motion  from  the  floor  of 
the  annual  meeting  either  to  Increase  the  Treasurer's  and  Collector's 
budget  requests  by  an  amount  sufficient  to  obtain  the  necessary 
banking  services  by  direct  payment,  or  to  authorlEe  compensating 
balance  agreements,  or  both;  such  a  motion  may  also  be  made  when  the 
town  meeting  takes  up  the  article  to  authorize  temporary  borrowing  by 
the  treasurer.  The  Department  of  Revenue  will  accept  a  vote 
authorizing  compensating  balance  agreements  taken  upon  such  a  motion; 

-if  the  annual  town  meeting  has  already  been  held,  then  ask  the 
selectmen  to  call  a  special  town  meeting  either  to  increase  the 
budget  requests  or  to  authorize  compensating  balance  agreements, 
or  both. 


ARTICLE  TO  AUTHORIZE  COMPENSATING  DAIANCE  AGREEMENTS 


To  see  whether  the  town  will  authorize  the  treasurer 
(collector)  to  enter  into  compensating  balance  agreements 
during  fiscal  1987,  as  permitted  by  General  Laws  Chapter  44 
Section  53F. 
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